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To  determine  the  impact  of  HEW s 
program  to  encourage  Medicare  and 
Medicaid  patients  to  seek  second 
opinions  for  elective  surgery,  the 
Forum  held  a  roundtahle  discussion 
with  a  number  of  physicians  involved 
in  various  aspects  of  health  care. 
They  are: 

Dr.  Thomas  Connolly,  internist  and 
trustee  of  the  American  Society  of 
Internal  Medicine;  Dr.  Donald  M. 
Vickery,  director  of  the  Center  for 
Consumer  Health  Education,  Reston, 
Virginia;  Dr.  Mary  Kate  Davitt,  staff 
pediatrician,  Georgetown  University 
Hospital,  Washington;  Dr.  Robert  N. 
Butler,  director.  National  Institute  on 
Aging,  National  Institutes  of  Health, 
HEW;  Dr.  Michael  A.  Newman, 
internist  and  faculty  member,  George 
Washington  University  and 
Georgetown  University  Medical  Cen- 
ter, Washington;  and  Dr.  Charles  D. 
Bluestone,  director  of  otolaryngology 
at  Children's  Hospital  of  Pittsburgh, 
and  professor  of  otolaryngology  at 
the  University  of  Pittsburgh  School  of 
Medicine. 

FORUM:  How  will  physicians  react 
to  patients  seeking  second  opinions? 

DR.  CONNOLLY:  There  are  al- 
ways individuals  who  don't  like  their 
judgment  questioned,  but  in  the  vast 
majority  of  cases,  I  think  physicians 
welcome  a  second  opinion.  No  matter 
how  careful  the  physician  or  surgeon, 
things  sometimes  go  wrong,  and  we  all 
like  to  have  a  supporting  opinion  from 
a  respected  colleague  when  surgery  is 
undertaken.  Also,  a  second  opinion 
may  be  obtained  from  an  internist 
familiar  with  the  case. 

In  the  vast  majority  of  cases  the 
laboratory  tests  ordered  by  the  first 
physician— most  of  which  are  expen- 
sive, and  some  of  which  may  be  un- 
comfortable and  even  dangerous — 
need  not  be  repeated.  If  a  second  sur- 
gical opinion  is  appropriate,  I  gener- 
ally telephone  another  surgeon  and 
tell  him  the  patient's  history  and  the 
results  of  laboratory  tests.  Then  I 
usually  send  the  results  to  him  with  a 
covering  letter.  In  most  cases  there  is 
no  necessity  to  repeat  lab  tests. 

DR.  VICKERY:  I  think  there  is 
quite  a  bit  of  room  for  discussion  on 
most  procedures,  surgical  or  medical. 


People  are  beginning  to  be  more  in- 
terested in  the  factual  bases  of  their 
problems  and  they  often  have  strong 
opinions.  Some  patients  may  feel  that 
they  want  to  avoid  surgery  if  at  all 
possible,  so  when  they  find  out  that 
there  is  an  alternative,  they  grab  it. 

On  the  other  hand,  it  is  comforting 
for  the  patient  to  believe  that  there 
really  isn't  much  question  about  what 
should  be  done;  that  there's  one  way 
to  do  it.  Also,  people  have  been  led  to 
believe  that  you  stick  with  one  doctor 
and  you  go  with  him. 

Most  of  the  good  doctors  I  know 
aren't  afraid  of  a  patient  saying 
"Well,  gee,  this  is  a  big  step  for  me. 
I  think  I'd  like  to  get  as  much  infor- 
mation as  I  can  before  I  make  a  deci- 
sion. ' ' 

The  majority  of  doctors  are  techni- 
cally oriented  and  feel  that  they 
should  take  care  of  the  tough 
decisions — that's  part  of  being  a  good 
doctor.  Therefore,  they  do  not  expect 
patients  to  ask  many  questions. 

But  there  are  a  large  numbei  of 
physicians — especially  the  younger 
ones — who  appreciate  having  their 
patients  ask  questions.  They  realize 
that  this  is  the  best  communication 
and  that  it  is  in  their  own  interest  to 
avoid  misunderstandings. 

We  ought  to  make  it  clear  that  there 
are  two  ways  in  which  surgery  gets 
done.  First,  emergency  surgery  where 
there  isn't  time  to  ask  questions  and 
one  has  to  go  ahead.  Second,  so- 
called  elective  surgery,  which  is  by 
far  the  majority  of  surgery  performed 
in  this  country. 

DR.  DAVITT:  I  don't  think  sec- 
ond opinions  are  always  necessary. 
Some  cases  are  clear  cut,  and  if  the 
physician  explains  the  case 
adequately  to  the  family  and  the  fam- 
ily can  understand  the  explanation, 
that  should  suffice.  Hospitals  have 
tissue  committees,  peer  review  and 
medical  audits  to  assure  that  the 
standard  of  care  is  being  met  across 
the  board. 

In  my  area,  pediatrics,  the  major 
purpose  served  by  a  second  opinion  is 
to  reassure  the  parents  that  the  rec- 
ommended procedure  is  indeed  neces- 
sary. With  the  backing  of  a  second 
opinion,  it  is  sometimes  easier  for  the 
physician  to  work  with  the  family. 
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More  and  more,  parents  are  de- 
manding detailed  information  about 
the  procedure,  the  outcome,  and  the 
risks  before  they  agree  to  even  the 
most  simple  procedure  for  their  chil- 
dren. I  think  that's  part  of  the  grow- 
ing consumerism,  which  is  carrying 
over  into  the  medical  area. 

Parents  seem  to  be  as  concerned 
about  the  risks  of  a  procedure  as  they 
are  about  the  benefits.  They  are  con- 
cerned about  anesthesia,  and  about 
the  psychological  and  physiological 
aspects  of  an  operation.  They  want  to 
be  very  sure  that  those  risks  are  worth 
going  through. 

For  myself,  if  another  physician 
were  to  recommend  something  differ- 
ent, I  feel  I  might  learn  something. 

DR.  BUTLER:  The  second  opin- 
ion question  is  part  of  an  overall  pat- 
tern of  problems  between  doctors  and 
patients,  especially  older  patients. 
Older  people  present  to  the  physician 
some  very  different  characteristics 
than  younger  people.  Traditionally, 
older  people  have  been  too  reticent  in 
questioning  their  doctors  about  rec- 
ommended treatment,  while  their 
juniors  are  more  apt  to  be 
straightforward.  Like  all  consumers, 
patients  are  at  some  disadvantage;  the 
term  "buyer  beware"  applies  even  in 
medicine. 

Most  people  have  doctors  older 
than  themselves.  However,  this  is  not 
usually  the  case  with  older  people  be- 
cause their  doctors  may  have  died  or 
retired.  Frequently,  older  patients  are 
doctorless  and  therefore  at  a  tremend- 
ous disadvantage.  It  would  be  wise  of 
people  in  their  middle  years  to  discuss 
this  problem  with  their  doctors  to 
make  sure  that  they  will  be  able  to 
maintain  continuity  of  care  should 
their  doctors  retire.  In  cases  where  a 
patient  has  not  had  a  chance  to  estab- 
lish an  ongoing  relationship  with  a 
new  doctor,  it  may  be  all  the  more 
important  to  ask  for  a  second  opinion 
if  surgery  is  recommended. 

We  hear  an  awful  lot  of  talk  about 
"patient  compliance."  I'd  like  to  in- 
vent a  term,  "doctor  and  health  care 
provider  compliance"  to  describe  the 
realities  of  the  special  characteristics 
that  older  people  present.  Health  care 
providers  need  to  be  more  com- 
prehensive and  thoughtful  in  their  de- 
scriptions and  prescriptions  to  the 


older  patient. 

For  example,  the  prescription  may 
be  to  "take  it  easy,"  which  may  be 
the  last  thing  in  the  world  an  older 
person  should  do.  Doctors  may  be  too 
vague.  In  prescribing  drugs,  they 
often  do  not  clearly  describe  what  a 
patient  should  or  should  not  do.  With 
respect  to  surgery,  they  should  be 
explicit  about  the  dangers,  without 
being  morbid  or  telling  horror  stories. 
Rather,  the  benefits  and  risks  in- 
volved should  be  described  matter- 
of-factly. 

DR.  NEWMAN:  I  know  that  HEW 
and  other  groups  are  interested  in 
second  opinions,  in  hopes  of  keeping 
patients  out  of  hospitals  and  thus 
avoiding  unnecessary  surgery.  This 
would  certainly  help  contain  costs, 
but  more  important,  I  think  the  pa- 
tients would  benefit — the  likelihood 
of  someone  being  subjected  to  an  un- 
necessary procedure  would  be  re- 
duced. Even  in  a  situation  where  I'd 
have  no  hesitation  about  saying  that 
surgery  is  clearly  indicated,  if  a  pa- 
tient feels  that  a  second  opinion  is 
necessary,  then  I'm  for  it.  In  terms  of 
the  issue  of  malpractice,  many  physi- 
cians find  it  reassuring  to  have  other 
opinions  about  how  to  proceed. 

FORUM:  Do  physicians  give  pa- 
tients enough  facts  when  recom- 
mending surgery,  so  the  patient  can 
weigh  the  risks  against  the  advan- 
tages? 

DR.  VICKERY:  There  is  a  strong 
tradition  that  it  is  unethical  or  bad 
medicine  to  worry  the  patient  un- 
necessarily, and  this  is  heatedly  ar- 
gued on  both  sides.  If  you  have  to 
perform  a  very  dangerous  procedure 
on  a  patient,  should  you  let  him  know 
about  it  or  should  you  instead  reas- 
sure him  so  that  he  gets  as  much 
peace  of  mind  as  possible? 

If  the  physician  is  convinced  that 
the  procedure  is  necessary,  the  argu- 
ment is  often  made  that  he  is  not  ful- 
filling his  duty  by  creating  anxiety  in 
the  patient.  I  feel  differently  about 
that.  My  colleagues  and  I  have  been 
criticized  for  being  too  honest  with 
the  patient. 

It  is  often  difficult  to  talk  about 
risks  in  objective  terms.  I  don't  think 
a  physician  can  simply  say,  "Okay, 
the  risk  of  death  is  .01  percent  and  the 


risk  of  major  complications  is  .02 
percent."  Usually  a  wide  range  of 
death  rates  is  quoted  for  each  proce- 
dure. For  instance,  some  claim  that 
death  rates  for  the  coronary  artery  by- 
pass grafting  is  as  low  as  1  out  of 
1,000,  whereas  rates  as  high  as  60  out 
of  1 ,000  have  been  reported  in  medical 
literature.  That's  a  tenfold  variation. 

Certain  procedures  have  a  very  low 
risk  of  death,  but  may  have  a  high 
risk  of  major  complication.  Opera- 
tions on  the  thyroid,  for  example,  risk 
injury  to  a  nerve  in  the  throat  and 
could  lead  to  hoarseness  or  partial 
speech  disability. 

The  anesthesia  alone — without  any 
procedure  —  may  be  significant. 
General  anesthesia  may  run  in  the 
range  of  .02  percent  deaths — that  is  2 
out  of  every  10,000  persons  dying 
simply  from  anesthesia. 

So,  for  each  operation  there  are  a 
whole  set  of  risks  that  need  clarifica- 
tion: anesthesia,  type  of  surgery,  pa- 
tient's condition. 

DR.  NEWMAN:  There  is  always  a 
risk  when  general  anesthesia  is  used. 
Of  course,  in  good  medical 
centers — with  good  surgeons,  good 
anesthesiologists.  and  good 
support — the  mortality  rate  drops  to 
less  than  .01  percent. 

DR.  CONNOLLY:  I  think  there's 
no  question  that  the  risks  of  surgery, 
and  particularly  the  risk  of  the  anes- 
thesia that's  necessary  for  surgery,  in- 
crease with  the  older  population. 
Older  people  tend  to  have  more  heart 
disease,  more  lung  disease,  and  a 
higher  incidence  of  kidney  disease  or 
diabetes,  all  of  which  can  increase  the 
risk  of  surgery  and  of  the  immediate 
post-surgical  recovery  period.  These 
risks  vary  from  person  to  person,  of 
course. 

I  think  it  is  important  that  patients 
be  informed  of  all  these  factors  before 
they  make  their  final  decisions. 

DR.  DAVITT:  I  think  most  physi- 
cians will  give  patients  adequate  in- 
formation, although  sometimes  it 
tends  to  be  given  in  a  rapid,  over- 
simplistic  form. 

Sometimes  you  wish  patients  would 
stop  asking  you  questions,  because 
they're  asking  you  questions  that  you 
can't  answer.  And  they  are  occasion- 
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ven  in  a  situation  where  I  d  have 
no  hesitation  about  saying  that  surgery  is 
clearly  indicated,  if  a  patient  feels  that 
a  second  opinion  is  necessary,  then  I'm  for  it. 
In  terms  of  the  issue  of  malpractice,  many 
physicians  find  it  reassuring  to  have  other 
opinions  about  how  to  proceed. 

Dr.  Michael  Newman 
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ost  of  the  good  doctors  I  know 
aren't  afraid  of  a  patient  saying,  Well,  gee, 
this  is  a  big  step  for  me.  I  think  I  d 
like  to  get  as  much 
information  as  I  can 
before  I  make 
a  decision.' 

Dr.  Donald  Vickerv 
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ally  impatient  — or  distrustful  — 
because  you  can't  answer  every  ques- 
tion. But  those  are  the  exceptions.  I 
would  say  two-thirds  of  the  parents 
with  whom  I  deal  ask  appropriate 
questions  and  want  to  understand 
what  the  problem  is. 

FORUM:  Some  studies  show  that 
there  is  far  too  much  unnecessary 
surgery  in  the  United  States.  Do  you 
think  this  is  so? 

DR.  NEWMAN:  There  is  a  study 
comparing  the  incidence  of  cholecys- 
tectomy in  the  United  States  with 
Wales  and  other  countries,  that  shows 
that  the  more  surgeons  you  have,  the 
more  cholecystectomies  are  per- 
formed. But  you  must  understand  that 
the  British  tend  to  be  much  more  stoic 
than  we  are.  A  little  ache  in  the  side 
or  a  little  nighttime  cramp  doesn't 
seem  to  bother  them  as  much  as  it 
bothers  us  in  the  United  States.  Here 
people  want  a  quick  cure  and  are 
quick  to  say  so. 

Take  a  busy  executive  who's  put 
his  back  out  on  the  tennis  court.  Tell 
him  that  he  should  go  to  bed  for  at 
least  six  weeks,  lose  weight,  and  do  a 
series  of  exercises.  You're  lucky  if 
you  keep  him  in  bed  for  10  days  to 
two  weeks.  But  after  10  days  he  goes 
back  to  work.  Then  it  gets  worse,  and 
eventually  he'll  have  a  chronic  back 
condition.  He  will  say  he  cannot  do 
anything  with  it  and  wants  a  disc  re- 
moved. And  odds  are  that  surgery's 
not  going  to  help  him. 

DR.  BLUESTONE:  That  is  hard  to 
answer.  We  have  testing  for  drug  ef- 
ficacy but  not  for  operations.  Most 
surgical  procedures  have  not  been 
looked  at  with  the  same  scientific 
methods  currently  used  to  determine 
the  safety  and  efficacy  of  drugs  and 
more  recent  devices. 

For  instance,  the  most  common 
major  operations  performed  in  the 
United  States  are  on  tonsils  and 
adenoids— 766,000  in  1976,  which  is 
the  last  year  for  which  we  have  data. 
Together  and  separately,  those  opera- 
tions outnumber  hysterectomies,  her- 
nia repairs,  and  appendectomies. 
Tonsillectomies  and  adenoidectomies 
became  very  popular  in  the  1920s  and 
1930s,  before  antibiotics  were  dis- 
covered. 

There  are  no  completed  studies  to 


determine  the  indications  for  per- 
forming a  tonsillectomy  or 
adenoidectomy .  Even  the  peer  review 
groups  that  monitor  hospitals  and  sur- 
geons throughout  the  country  do  not 
agree  on  the  matter.  Because  of  this 
lack  of  sound  information  and  the 
huge  sums  spent  on  these  procedures, 
we  at  Children's  Hospital  of 
Pittsburgh  began  a  study  in  1971, 
which  is  still  continuing,  to  determine 
whether  or  not  tonsillectomies  and 
adenoidectomies  are  effective.  We 
have  some  answers  now  and  hope  to 
have  more  by  1981 . 

As  far  as  we  can  determine,  there 
are  only  two  certain  indications  for 
removal  of  the  tonsils  and  adenoids. 
One  is  that  enlarged  tonsils  or 
adenoids  can  result  in  night  heart  fail- 
ure or  sleep  apnea  (severe  disturbance 
of  breathing  during  sleep).  The  other 
is  that  enlarged  tonsils  can  block  the 
throat  so  that  the  child  is  unable  to 
swallow. 

At  Children's  Hospital,  the  deci- 
sion on  whether  or  not  surgery  should 
be  performed  is  reached  by  a  consen- 
sus of  a  group  of  physicians.  Our 
criteria  are  these:  the  child  must  have 
had  at  least  three  bouts  of  documented 
tonsillitis  in  each  of  3  consecutive 
years,  or  four  or  five  bouts  during  the 
past  year  and  four  or  five  bouts  the 
previous  year,  or  seven  bouts  during 
the  past  year.  These  episodes  must  be 
documented  tonsillitis,  not  complaints 
of  a  sore  throat. 

Our  Pittsburgh  study  shows  that 
only  about  5  percent  of  all  children 
referred  to  us  for  tonsils  and  adenoids 
meet  the  criteria. 

We  have  no  idea  what  percentage 
of  the  766,000  children  nationwide 
met  the  criteria,  but  I  imagine  it 
would  be  quite  small.  A  group  of 
children  with  impressive  histories  of 
tonsillitis  when  they  arrived  at  our 
hospital's  evaluation  center  had  the 
requisite  number  of  episodes,  but  they 
were  not  documented  by  a  physician 
or  nurse.  We  watched  these  children 
for  2  years  and  found  that  only  20 
percent  ever  really  had  significant 
disease.  Had  we  operated  just  on  the 
basis  of  history,  80  percent  would 
have  had  unnecessary  surgery. 

DR.  BUTLER:  I'm  not  persuaded 
that  overtreatment  of  older  people, 
including  surgery,  is  so  much  of  a 


problem.  Over-utilization  tends  to  ap- 
pear more  in  the  premature  and  hasty 
use  of  drugs  and  diagnostic  tech- 
niques. I  feel  that  a  thorough  study  of 
patterns  of  practice  would  show  about 
60  percent  under-treatment,  20  per- 
cent overtreatment. 

There's  no  question  but  that  there  is 
an  increased  need  for  surgery  with 
advancing  age.  The  incidence  of 
cancer,  for  example,  increases  rapidly 
through  the  lifespan.  There  are 
200,000  hip  fractures  every  year  in 
the  United  States,  many  of  them  in 
older  women.  So,  clearly,  surgery 
rates  do  go  up.  We  have  increasing 
evidence  that  the  surgical  risk  can  be 
minimized,  that  anesthesia  and  other 
elements  in  the  operative  procedure 
need  not  be  as  dangerous  as  once 
thought.  However,  we  do  need  some 
fundamental  research  in  that  area. 
There  are  no  more  than  10  studies  on 
risk  that  relate  age  to  anesthesia,  so 
that  whatever  we  have  gained  in  the 
way  of  greater  safety  under  anesthesia 
has  come  about  intuitively  from 
anesthesiologists. 

But  surgery  can  make  a  real  im- 
provement in  the  quality  of  life  for 
old  people.  If  someone  has  severe  gall 
bladder  symptoms,  it  can  make  a  tre- 
mendous difference  when  the  gall 
bladder  is  removed.  Critics  of  cataract 
operations  sometimes  say  that  older 
persons  are  confused  anyway,  so  why 
bother  to  operate  on  the  cataracts.  But 
people's  visual  limitations  may  have 
partly  caused  this  confusion. 

DR.  VICKERY:  Our  lack  of 
knowledge  about  the  effectiveness  of 
various  surgical  procedures  is  an  im- 
portant factor  when  considering 
whether  too  much  unnecessary 
surgery  is  performed.  For  example, 
the  radical  mastectomy  was  invented 
in  1894  and  it  has  not  changed  ap- 
preciably since  that  time.  Yet,  it  has 
never  really  been  evaluated  fully. 

Women  should  know  that  there  is 
an  alternative  to  the  radical  mastec- 
tomy. The  simple  mastectomy  has 
measured  up  as  its  equal,  if  not  its 
superior,  in  all  documented  trials  to 
date.  Of  course,  one  can  still  make  an 
argument  for  radical  mastectomy  in 
certain  situations,  but  I  think  it's  sur- 
prising that,  in  this  country,  it  is  still 
the  standard  approach  to  the  problem. 

The  hysterectomy  is  always  going 
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JL  T  JBL  ore  and  more 
parents  are  demand- 
ing detailed  informa- 
tion about  the 
procedure,  the  out- 
come, and  the  risks 
before  they  agree  to 
even  the  most  simple 
procedure  for  their 
children. 
Dr.  Mary  Kate  Dauitt 
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lo  matter  how 
careful  the  physician 
or  surgeon,  things 
sometimes  go  wrong, 
and  we  all  like  to  have 
a  supporting  opinion 
from  a  respected 
colleague  when  sur- 
gery is  undertaken. 
Dr.  Thomas  Connolly 


to  be  a  problem.  How  bad  are  the 
symptoms  compared  to  the  risk  of  the 
operation?  It's  a  very  personal  deci- 
sion, and  only  the  patient  herself  can 
make  it. 

There  are  other  procedures  in  des- 
perate need  of  evaluation.  Coronary 
artery  bypass  grafting  is  the  hottest 
topic,  and  the  notion  that  surgery  is  a 
cure  for  hardening  of  the  arteries  in 
the  heart  has  become  more  pervasive 
than  the  evidence  warrants. 

If  you  ask  for  rock-hard  scientific 
evidence  of  the  value  of  many  surgi- 
cal procedures,  you'd  have  a  hard 
time  coming  up  with  any.  To  a  large 
extent,  our  surgical  procedures  have 
not  been  advocated  on  the  basis  of 
well-designed,  well-controlled,  sci- 
entific studies  of  their  efficacy  or 
their  effectiveness.  So,  in  a  way,  we 
could  raise  questions  about  all  surgi- 
cal procedures  and,  for  that  matter, 
many  medical  procedures  that  don't 
involve  drugs. 

I  am  also  amazed  that  in  this  coun- 
try only  drugs  must  be  tested  in  some 
formal  fashion  before  they  are  re- 
leased for  use  by  the  public.  Any 
medical  or  surgical  procedure  can  be 
used  once  its  inventor  has  decided 
that  it's  worthwhile. 

FORUM:  The  doctor's  decision  as 
to  when  to  recommend  surgery  is  not 
always  clear  cut  then? 

DR.  NEWMAN:  No,  not  always. 
Where  the  patient  has  a  problem  with 
his  gall  bladder,  for  example,  treat- 
ment can  range  from  surgery  to  the 
suggestion  of  a  more  prudent  life- 
style. 

For  example,  in  ostensibly  healthy 
people  with  asymptomatic  gallstones, 
and  therefore  low  risk,  I  simply  en- 
courage a  prudent  lifestyle  and 
maintenance  of  ideal  weight,  then  see 
what  develops. 

In  people  with  diabetes  or  with 
serious  cardiovascular  disease — both 
high  risk — the  probability  of  an  at- 
tack of  cholecystitis  is  great.  Surgery 
during  an  acute  attack  in  a  high-risk 
patient  carries  a  greater  mortality 
rate  —  nearly  50  percent  for 
diabetics — than  does  elective  surgery. 
I  therefore  advise  high-risk  patients 
with  asymptomatic  gallstones  to  have 


an  elective  cholecystectomy. 

FORUM:  Are  there  some  proce- 
dures for  which  a  patient  should  al- 
ways seek  a  second  opinion? 

DR.  DAVITT:  I  don't  think  there 
are  any  operations  that  always  require 
a  second  opinion.  The  average  patient 
is  not  going  to  be  able  to  choose  be- 
tween alternatives,  if  all  the  physician 
does  is  present  facts  A,  B,  C  and  D. 
Patients  usually  need  some  recom- 
mendation as  to  the  best  way  to  pro- 
ceed. However,  they  are  certainly 
able  to  take  the  information  along 
with  a  recommendation,  weigh  it,  and 
decide  whether  or  not  the  benefit 
warrants  the  risk. 

FORUM:  Some  physicians  say 
second  opinions  are  often  unnecessary 
and  even  an  insult  to  a  physician's 
integrity.  How  do  you  feel  about  it? 

DR.  NEWMAN:  I  have  no  diffi- 
culty with  the  idea  of  a  second  opin- 
ion as  a  physician,  or  if  I  were  the 
patient.  It  is  important,  if  you  are  to 
undergo  a  procedure  entailing  some 
risk,  that  a  second  opinion  be  ob- 
tained. I  don't  think  that  many  physi- 
cians aged  50  or  younger  feel 
threatened  by  a  second  opinion.  In  my 
own  practice,  my  colleagues  often 
recommend  a  second  opinion  because 
it  is  helpful  in  the  evaluation  of  a  pa- 
tient. 

There  are  instances,  however, 
where  I  have  suggested  a  second 
opinion  and  the  patient  has  been  re- 
luctant to  seek  one.  I  think  he  was 
concerned  about  how  it  would  affect 
his  relationship  with  me. 

DR.  DAVITT:  Some  physicians 
feel  that  a  patient's  request  for  a  sec- 
ond opinion  reflects  a  lack  of  confi- 
dence in  the  physician.  But  patients 
may  feel  that  the  second  doctor  is 
more  likely  to  tell  them  he  doesn't 
know,  if  he's  really  not  sure  about 
something.  If  you're  willing  to  ex- 
pose your  opinion  to  someone  else's 
opinion,  I  think  the  patient  has  more 
confidence  in  you. 

FORUM:  Do  you  find  that  patients 
really  are  interested  in  a  second 
opinion  when  one  physician  recom- 
mends surgery? 

DR.  NEWMAN:  Sure,  patients  are 
asking  more  questions.  This  is  the  age 


of  the  informed  consumer.  We  all 
want  to  be  as  informed  about  every- 
thing as  possible,  whether  we're 
talking  with  our  automobile  mechanic 
or  our  physician.  The  role  of  a  physi- 
cian is  not  necessarily  to  decide 
what's  best  for  the  patient;  it  is  usu- 
ally to  inform  and  educate  the  patient 
about  his  condition  and  the  implica- 
tions of  that  condition,  and  then  let 
the  patient  try  to  make  an  informed 
decision. 

However,  there  are  many  instances 
where  the  patients  don't  want  that  re- 
sponsibility. Not  all  people  want  to 
make  decisions  for  themselves,  and 
some  people  are  simply  unable  to  do 
so.  In  fact,  some  patients  are  con- 
fused or  disappointed  when  a  physi- 
cian, with  all  his  knowledge,  doesn't 
come  up  with  a  forceful,  definitive 
recommendation. 

I've  seen  situations  where  patients 
have  become  quite  distraught.  They 
go  to  different  doctors  and  each  doc- 
tor explains  and  presents  a  different 
point  of  view,  concluding  with:  "but 
the  decision  is  yours."  Of  course,  a 
person  can  only  be  an  informed  con- 
sumer up  to  a  certain  point,  beyond 
which  he  must  place  his  confidence  in 
his  auto  mechanic  or  his  physician. 

FORUM:  Do  patients  ever  pressure 
surgeons  to  operate  when  the  medical 
diagnosis  does  not  clearly  indicate 
surgery? 

DR.  VICKERY:  Oh  absolutely. 
We  see  patients  who  are  convinced  of 
the  value  of  a  particular  procedure — 
and  that  ranges  all  the  way  from  get- 
ting a  penicillin  shot  to  having  a  ton- 
sillectomy. They  are  so  convinced  of 
the  value  of  the  procedure,  that 
they'll  demand  it  and  will  have  their 
demands  met,  if  not  by  the  first 
physician  they  approach,  then  by  the 
second. 

FORUM:  Do  you  feel  second 
opinions  should  be  sought  for  non- 
surgical treatment? 

DR.  NEWMAN:  I  think  that  sec- 
ond opinions  could  apply  to  non- 
surgical areas,  but  especially  in  pro- 
cedures which  entail  risk  on  the  part 
of  patients.  ■ 
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Jm  not  persuaded  that  overtreatment 
of  older  people,  including  surgery, 
is  so  much  of  a  problem. 
Over-utilization  tends  to  appear 
more  in  the  premature  and  hasty 
use  of  drugs  and  diagnostic 
techniques. 
Dr.  Robert  Butler 


Court  Ruling  Clouds 
Confidentiality  Issue  forPSROs. 


by  Dr.  Marilyn  Darrow 


Once  a  subject  of  controversy  and 
widespread  opposition  within  the 
medical  profession,  by  1978  the  Pro- 
fessional Services  Review  Organiza- 
tion program  appeared  to  have  won 
nearly  universal  acceptance.  Then  a 
federal  judge  ruled  in  favor  of  Ralph 
Nader's  Public  Citizen  Health  Re- 
search Group  and  new  controversy 
was  introduced  into  the  PSRO  pro- 
gram. 

The  court  held  that  the  PSRO  for 
the  District  of  Columbia  is  a  federal 
agency  and,  therefore,  subject  to  the 
provisions  of  the  Freedom  of  Infor- 
mation Act.  Although  the  decision 
pertained  only  to  a  single  PSRO — and 
the  requested  information  is  yet  to  be 
provided — the  decision  has  caused  a 
renewed  anxiety  among  physicians 
subject  to  PSRO  review.  The  decision 
raises  a  number  of  far-reaching  ques- 
tions: 

•  Are  U.S.  citizens  entitled  to  have 
access  to  all  records  of  government 
contractors? 

•  What  are  the  consequences  if 
prior  knowledge  of  public  scrutiny 
interferes  with  the  decision-making 
process  and  decreases  the  effective- 
ness of  a  government  contractor?  (In 
the  case  of  PSRO  data,  the  decision- 
makers are  private  physicians,  under 
contract  with  the  government  to  pro- 
vide professional  services  under  the 
federal  health  insurance  and  assist- 
ance programs,  Medicare  and 
Medicaid.) 

•  How  much  information  about  the 
actual  practices  of  individual  physi- 
cians is  of  legitimate  interest  to  the 
lay  public? 

•  How  successfully  can  the  non- 
physician  deal  with  information  about 
the  practice  of  medicine? 

Dr.  Marilyn  Darrow  is  a  PSRO 
program  specialist  in  HCFA's  Re- 
gional Office  in  Atlanta. 


These  questions  are  complex  and 
controversial,  and  precise  answers  are 
difficult.  To  better  understand  the  is- 
sues, it  is  necessary  to  examine  the 
PSROs  themselves — what  they  can  do 
and  what  kind  of  data  they  are  col- 
lecting. 

A  1972  amendment  to  the  Social 
Security  Act  charges  PSROs  with  the 
responsibility  for  assuring  that  every 
patient  admitted  to  a  hospital  under 
Medicare,  Medicaid,  or  Title  V  (Ma- 
ternal and  Child  Health)  receives  only 
care  that  is  medically  necessary  and 
that  the  care  is  of  professionally  rec- 
ognized quality. 

Such  services  must  be  provided  in  a 
proper  facility  (certified  general  hos- 
pital, nursing  home,  or  intermediate 
care  facility),  or  on  an  outpatient 
basis,  and  for  no  longer  than  the 
medically-justified  length  of  time.  To 
carry  out  this  mandate,  organizations 
of  licensed  physicians,  called  PSROs, 
were  formed. 

PSROs  establish  criteria  and  set 
standards  of  medical  practice  for  each 
area  by  which  institutional  admissions 
and  procedures  can  be  judged,  and 
admissions  reviewed.  Should  an  ad- 
mission be  deemed  medically  un- 
necessary or  a  length  of  stay 
excessive — by  the  area's  own 
standards — federal  reimbursement  is 
denied.  Because  this  determination 
process  is  usually  performed  at  the 
time  of  admission  or  while  the  patient 
is  still  in  the  hospital,  it  is  called 
"concurrent  review." 

Upon  the  patient's  admission  to  the 
facility,  the  collecting  of  information 
about  his  stay  begins.  An  abstract 
prepared  for  each  case  identifies  such 
essential  data  as  the  patient,  the 
physician,  the  hospital,  the  diagnosis, 
the  procedures,  and  the  admission  and 
discharge  criteria.  When  patient  care 
is  federally  funded,  further  facts 
about  denial  of  admission  certification 


or  extensions  of  stay  are  collected 
also.  After  all  of  this  information, 
which  is  considered  confidential,  is 
coded,  electronically  processed,  and 
stored,  the  data  tapes  are  submitted  to 
the  Government. 

In  addition,  PSROs  carry  out  two 
types  of  retrospective  analysis  of 
medical  practice  called  medical  care 
evaluation  studies  and  profile 
analyses.  These  medical  care  evalua- 
tion studies  are  audits  which  relate 
outcomes  to  diagnoses  and  treatments 
in  individual  hospitals  or  entire  areas. 
If  a  medical  care  evaluation  identifies 
problems  traceable  to  specific  medical 
practices,  re-education  of  physicians 
or  others  involved  in  patient  care  is 
indicated.  A  second  evaluation  of  the 
same  type  may  be  performed  after  the 
re-education  has  been  carried  out  to 
determine  if  patient  care  has  im- 
proved as  a  result  of  this  process. 

A  profile  analysis  can  be  performed 
on  a  patient,  physician,  or  facility.  A 
physician's  profile  analysis,  for 
example,  may  show  what  types  of 
surgery  he  has  performed,  based  on 
what  indications,  and  where  he  per- 
formed them. 

Even  before  the  PSRO  program 
was  implemented,  consumer  groups 
demonstrated  interest  in  the  potential 
availability  of  such  information,  to  be 
collected  on  a  widespread  basis.  But 
at  the  same  time,  it  was  said  that  the 
confidentiality  issue  contained  the 
seeds  of  destruction  for  the  PSRO 
program. 

PSRO  legislation  does  provide 
safeguards  for  PSRO  data,  stating 
that:  "...  any  data  or  information 
acquired  by  any  PSRO,  in  the  exer- 
cise of  its  duties  and  functions,  shall 
be  held  in  confidence  and  shall  not  be 
disclosed  to  any  person  except  ( 1 )  to 
the  extent  that  may  be  necessary  to 
carry  out  the  purposes  of  this  part  or 
(2)  in  such  cases  and  under  such  cir- 


cumstances  as  the  Secretary  shall  by 
regulations  provide  to  assure  adequate 
protection  of  the  rights  and  interests 
of  patients,  health  care  practitioners, 
or  providers  of  health  care.  " 

Section  1166  of  the  Social  Security 
Act  also  provides  for  penalties  for 
unlawful  disclosure  of  PSRO  infor- 
mation of  $1,000  or  6  months  impris- 
onment, or  both.  Regulations  provide 
that  PSROs  may  furnish  on  request 
nothing  more  than  summary  statistics 
derived  from  the  Uniform  Hospital 
Discharge  Data  Set  which  do  not  di- 
rectly or  indirectly  identify  a  particu- 
lar patient  or  health  care  practitioner. 
However,  a  health  care  institution 
may  be  identified,  with  notification. 
This  is  where  the  situation  rested  until 
the  Public  Citizen  Health  Research 
Group,  headed  by  consumer  advocate 
Ralph  Nader,  acted. 

In  an  effort  to  compile  a  consum- 
ers' directory  of  Washington,  D.C. 
area  physicians,  the  Nader  group  ap- 
proached the  National  Capital  Medi- 
cal Foundation  (PSRO  for  the  District 
of  Columbia)  for  information,  citing 
its  right  to  do  so  under  the  Freedom 
of  Information  Act.  For  the  directory, 
the  consumer  group  wanted  to  be  able 
to  identify  those  physicians  who  had 
been  judged  by  their  peers  to  be  ad- 
mitting patients  unnecessarily  for 
certain  surgical  procedures,  among 
other  things.  The  following  was  re- 
quested: 

•  For  acute  myocardial  infarction, 
cholecystectomy,  tonsillectomy  with 
and  without  adenoidectomy ,  and 
hysterectomy,  identification  by  physi- 
cian and  hospital  of  (1)  admissions 
reviewed,  approved,  and  denied;  and 
(2)  average  length  of  stay,  with  days 
certified,  approved,  and  denied. 

•  Profiles  of  the  five  physicians 
with  the  greatest  number  of  federal 
admissions. 

•  Profiles  of  the  five  hospitals  with 
the  greatest  number  of  "federal"  ad- 
missions. 

•  All  data  on  all  medical  care 
evaluations,  with  topics,  norms, 
criteria  and  standards  used,  data  col- 
lected, conclusions  reached  (not  pre- 
liminary deliberations  by  PSRO  re- 
view committees),  recommendations 
for  change,  and  the  results  of  re- 
study. 


This  information  was  requested  for 
the  period  from  July  1,  1976  through 
June  30,  1977.  The  long-feared  intru- 
sion into  the  private  practice  of 
medicine  had  come — not  from  the 
Government,  but  from  the  private 
sector. 

Under  the  Freedom  of  Information 
Act,  the  PSRO  had  10  days  in  which 
to  respond  to  the  request.  Claiming 
that  it  was  not  a  federal  agency  and 
therefore  not  subject  to  the  act,  the 
National  Capital  Medical  Foundation 
denied  the  request.  To  get  the  desired 
information,  the  Nader  group  sued  the 
PSRO  and  the  Department  of  Health, 
Education,  and  Welfare.  The  ensuing 
court  battle  focused  on  the  question, 
among  others,  of  whether  or  not  a 
PSRO  is  actually  a  federal  agency. 

In  the  summary  judgment  issued, 
the  judge  ruled  that  National  Capital 
Medical  Foundation  is  indeed  a  fed- 
eral agency  and  subject  to  the  provi- 
sions of  the  Freedom  of  Information 
Act.  The  request  was  then  referred 
back  to  the  foundation  so  that  its  at- 
torneys could  determine  whether  any 
of  the  nine  exemptions  allowed  apply 
to  the  request. 

The  PSRO  program  was  just  recov- 
ering from  a  painful  evaluation  by 
HEW,  followed  by  the  threat  of  a  zero 
budget  from  the  Office  of  Manage- 
ment and  Budget  when  the  first  im- 
pact of  the  decision  was  felt. 

Dr.  Neville  Caudill,  a  surgeon  and 
president  of  the  Kentucky  Peer  Re- 
view Organization  from  1973  to 
1978,  reacted  to  the  judgment  this 
way:  "The  decision  was  a  terrible 
thing  for  a  number  of  reasons.  First 
of  all,  it  flies  in  the  face  of  the  Ben- 
nett Amendment  (the  legislation 
creating  PSROs).  Physicians  who 
participated  in  PSRO  were  given  as- 
surances that  the  results  of  their  de- 
liberations would  be  held  in  confi- 
dence. Remember  that  physicians 
have  already  seen  data  that  could  be 
related  to  individual  physicians  and 
that  could  be  published  with  disas- 
trous results. 

"Worse  than  that,"  Caudill  said, 
"if  medicine  were  practiced  based  on 
precedent,  the  way  law  is  practiced, 
medicine  would  never  have  gotten 
past  the  stage  of  feathers  and  rattles 
and  dancing  around  the  patient.  Con- 


sensus medicine  is  not  always  the 
proper  approach."  Valuable  innova- 
tions, he  observed,  might  never  occur 
under  total  peer  review;  and  con- 
versely, denials  of  admissions  under 
PSRO  do  not  necessarily  indicate 
poor  decision-making  by  the  admit- 
ting physician. 

"Similarly,"  Caudill  said,  "a 
casual  analysis  of  a  physician  profile 
may  not  be  valid.  Because  even  if  a 
physician's  profile  showed  that  he 
had  a  higher  death  rate  from  a  par- 
ticular type  of  surgery,  it  wouldn't 
necessarily  prove  anything.  He  might 
just  be  getting  the  tougher  cases." 

Dr.  James  Byrne,  president  of  the 
Dade-Monroe  PSRO  (Miami  area) 
said  that  he  was  "appalled"  at  the 
decision.  Byrne  predicted  that,  with 
loss  of  confidentiality,  physicians 
would  be  reluctant  to  collect  data  at 
all. 

Both  Drs.  Byrne  and  Caudill  ex- 
pressed belief  that  erosion  of  PSRO 
confidentiality  in  general,  and  the 
Public  Citizen  Health  Research  Group 
case  in  particular,  have  the  potential 
for  destroying  the  entire  PSRO  pro- 
gram. 

Ted  Bogue,  the  attorney  for  the 
Nader  group  who  handled  the  infor- 
mation request  and  the  ensuing  law- 
suit, defended  the  group's  position, 
saying,  "We're  not  interested  in  raw 
statistics,  but  the  results  of  the 
PSRO's  analysis.  If  the  PSROs  are 
doing  their  job,  they  should  be  pro- 
viding that  analysis,  deciding  what 
the  data  means,  and  determining 
whether  deviations  are  justified  or 
unjustified. " 

As  for  the  projected  demise  of  the 
PSRO  program,  Bogue  asked,  "How 
and  why  is  this  going  to  happen?  Pre- 
sumably doctors  are  going  to  refuse  to 
participate  in  the  program.  But  they 
shouldn't  have  any  reluctance  to  re- 
view, because  we  are  not  asking  for 
internal  documents  or  reports  of  de- 
liberations, just  the  final  results  of  re- 
view. Other  than  that,  the  main  ob- 
jection must  be  that  doctors  are  afraid 
of  a  negative  evaluation.  Should  we 
accept  this  objection?  Certainly  a 
physician  who  is  practicing  good 
medicine  should  not  be  afraid  of 
PSRO." 

Continued  on  Page  24 


Hospital  Cost  Control 
in  Maryland. 

by  Dr.  Neil  Solomon  and  Dr.  Harold  A.  Cohen 


The  Blue  Cross  plan*  covering  the  District  of  Columbia  and 
parts  of  Maryland  and  Virginia  recently  reported  that  while 
the  cost  per  hospital  admission  during  the  year  ending  last 

March  increased  33.8  percent  in  the  District  of  Columbia 
and  9.4  percent  in  Northern  Virginia,  the  cost  per  admission 
dropped  7.3  percent  in  the  two  adjacent  Maryland  counties. 

A  second  Blue  Cross  planf  covering  all  but  two  Maryland 

counties  reported  that  for  its  fiscal  year  ending  last  June, 
its  payout  per  admission  increased  7.6  percent  over  the 

previous  year  rather  than  the  projected  13  percent.  As  a 
result,  the  plan  rebated  $12  million  to  its  subscribers. 


According  to  the  American  Hospi- 
tal Association,  costs  per  admission 
in  Maryland  rose  8.6  percent  in  1977 
compared  to  the  national  average  of 
13.9  percent.  Only  New  York,  among 
the  50  states,  and  the  Distrct  of  Co- 
lumbia had  a  lower  rate  of  escalation 
during  that  period. 

The  two  Blue  Cross  examples  of 
cost  containment  occurred  in  the  first 
year  that  all  payers  in  Maryland  paid 
on  the  basis  of  prospective  rates  es- 
tablished by  the  state's  Health  Service 
Cost  Review  Commission.  The  com- 
mission reviews  rates  proposed  by 
hospitals  and  these  hospitals  cannot 
charge  rates  that  have  not  received 
commission  approval. 

Although  the  commission  is  solely 
responsible  for  approving  hospital 
rates,  the  responsibility  for  helping 
contain  hospital  costs  in  Maryland  is 


*Group  Hospitalization,  Inc. 
tMaryland  Blue  Cross 


Dr.  Neil  Solomon,  a  physician,  is 
secretary  of  Maryland's  Department 
of  Health  and  Mental  Hygiene.  Dr. 
Harold  A.  Cohen,  an  economist,  is 
executive  director  of  the  state' s 
Health  Services  Cost  Review  Com- 
mission. 


shared  with  individual  hospital 
boards.  A  hospital  board  has  the  pri- 
mary responsibility  for  making  day- 
to-day  operating  decisions,  and  for 
ensuring  that  the  hospital  is  managed 
effectively  in  both  fiscal  and  medical 
matters. 

The  commission  holds  a  number  of 
firsts.  It  was  the  first  among  state  or 
federal  agencies  to  establish  both  a 
planning  agency  and  an  appropriate- 
ness review  agency  prior  to  a  federal 
statute,  and  Maryland  is  the  only  state 
in  which  all  payers,  including  Medi- 
care and  Medicaid,  pay  all  hospitals 
on  the  basis  of  state  approved  rates. 

In  the  first  vear  that  Maryland's 
Medical  Assistance  Program  paid 
rates  approved  by  the  commission,  it 
noted  a  lessening  in  the  rate  of  esca- 
lation of  payments,  despite  the  addi- 
tional inclusion  of  20,000  new  mem- 
bers. This  permitted  the  Medical  As- 
sistance Program  to  absorb  its  share 
of  bad  debts — which  had  previously 
been   paid   only   by   the  private 
sector — with  a  small  increase  in  cost 
to  the  program. 

The  Medicare  intermediary  reports 
that  for  the  2-year  period  ending  last 
June,  Medicare's  reimbursement  in- 
creased only  9.7  percent.  During  the 
second  year,  Medicare  waived  its  cost 


reimbursement  regulations  and  reim- 
bursed the  state  according  to  the  rates 
approved  by  the  commission.  In 
doing  this  Medicare  absorbed  a  sig- 
nificant share  of  cost  elements  it  does 
not  normally  recognize.  It  was  able  to 
do  this  because  its  payout  increase  in 
Maryland  was  below  the  increase  in 
costs  nationally. 

Structure 

The  commission  is  composed  of  7 
persons  appointed  by  the  governor  for 
4-year  terms.  Members  can  succeed 
themselves  once  and  only  3  members 
can  be  associated  with  a  hospital  or  a 
related  institution.  The  members,  who 
receive  a  small  payment  for  attending 
bi-monthly  meetings,  work  with  a 
full-time  staff  of  27  and  an  annual 
budget  of  about  $600,000  (half  of 
which  is  in  the  form  of  a  contract  with 
the  Health  Care  Financing  Adminis- 
tration). The  commission's  budget  is 
well  below  the  budget"  of  either  the 
planning  agencies  or  the  appropriate- 
ness review  agencies  in  the  state. 

Responsibilities 

The  commission  has  two  areas  of 
responsibility.  The  first  is  to  ensure 
that  the  financial  condition  of  Mary- 
land hospitals  is  open  to  public  in- 
spection. To  accomplish  this,  the 
commission  publishes  annual  reports 
and  maintains  open  files.  Indeed, 
newspaper  reports  based  on  informa- 
tion gained  from  these  files  have 
caused  considerable  consternation 
among  some  hospitals.  But  employers 
have  found  this  information  to  be 
helpful  in  advising  employees  on 
which  hospitals  to  use. 

The  second  responsibility  of  the 
commission  is  to  review  hospital 
rates.  In  approving  rates  the  commis- 
sion is  charged  with  ensuring  that: 

•  A  hospital's  costs  are  reasonably 
related  to  its  services;  for  example, 
making  certain  that  the  hospital  is  ef- 
ficient and  effective  in  delivering 
medical  care. 

•  A  hospital's  aggregate  rates  are 
reasonably  related  to  its  aggregate 
costs  (this  means  that  the  commis- 
sion must  approve  rates  that  will  ena- 
ble an  efficient  and  effective  hospital 
to  maintain  its  solvency). 


•  There  is  no  undue  discrimination 
between  purchasers  and  classes  of 
purchasers. 

Determining  efficiency 

The  commission  determines  effi- 
ciency and  effectiveness  by  compar- 
ing the  costs  of  different  hospitals. 
Comparison  is  made  by  using  a  uni- 
form accounting  and  reporting  system 
which  includes  a  means  of  gathering 
patient  statistics  from  each  hospital 
department. 

The  commission  challenges  any 
hospital  department  cost  which  is 
more  than  80  percent  above  the  cost 
of  a  group  of  similar  hospitals.  This 
system  does  not  identify  areas  of 
widespread  inefficiency,  but  the 
commission  is  working  on  a  system 
that  will.  The  contract  provides  for  an 
industrial  engineer,  nurse,  and  physi- 
cian consultant  to  develop  efficiency 
standards  for  various  case  mixes. 

The  ideal  review  system  would  be 
one  that  identifies  a  standard  of  effi- 
ciency for  each  individual  hospital, 
but  no  known  system  can  do  this. 
Therefore  the  commission  sees  as  the 
best  alternative  a  system  of  incentives 
that  encourages  efficiency.  The  com- 
mission does  not  believe  it  inappro- 
priate to  allow  hospitals  to  make  a 
profit.  It  does  believe,  however,  that 
it  is  inappropriate  to  allow  the  hospi- 
tal industry  to  finance  a  12  to  20  per- 
cent increase  in  cost  per  case. 

In  determining  peer  groups  for  hos- 
pitals, adjustments  are  made  for  dif- 
ferences in  local  wage  rates.  Hospital 
charges  for  patients  in  various  diag- 
nostic categories  are  compared  with 
all  hospitals  operating  under  the  same 
labor  market  conditions.  These  com- 
parisons indicate  that  base  budget  re- 
view, given  the  present  state  of 
knowledge,  is  not  likely  to  signifi- 
cantly reduce  hospital  costs. 

The  commission  is  currently 
working  with  HCFA  to  minimize  dif- 
ferences between  its  reporting  re- 
quirement and  that  of  the  Employee 
Retirement  Insurance  Security  Act. 
The  principal  differences  concern:  (1) 
the  allocation  of  some  disposable 
supplies;  and  (2)  which  statistics  must 
be  reported.  The  disagreement  on 
statistical  reporting  is  particularly 
evident  with  respect  to  hospital  over- 


head expenses,  but  it  also  exists  in 
some  patient  care  centers. 

These  differences  largely  relate  to 
the  commission's  emphasis  upon  rev- 
enue control  as  opposed  to  HCFA's 
emphasis  on  evaluating  unit  costs.  As 
an  example,  the  statistic  the  commis- 
sion uses  for  CT  scanning  is  the 
number  of  patients;  the  statistic  Em- 
ployee Retirement  Insurance  Security 
Act  uses  is  the  number  of  scans.  It  is 
the  commission's  belief  that  revenues 
based  on  the  number  of  patients  re- 
duces the  incentive  for  self-referral 
for  more  scans  and  provides  incen- 
tives to  hold  down  the  number  of 
scans  performed.  While  the  cost  per 
scan  might  be  higher,  the  aggregate 
revenue  would  be  less. 

Setting  rates 

Once  the  commission  approves  a 
hospital's  budget,  the  commission 
will  increase  it  without  a  public 
hearing  only  because  of: 

•  Inflation 

•  Price  variances 

•  Changes  in  patient  mix 

•  Changes  in  volume 

•  Changes  in  payer  mix 

•  Unusual  costs 

How  the  commission's  system  for 
adjusting  a  hospital's  budget  works, 
when  its  volume  changes,  can  best  be 
illustrated  by  this  oversimplified 
example:  Assume  that  a  hospital's 
costs  are  50  percent  fixed  and  50  per- 
cent variable.  Thus,  if  a  hospital's 
volume  increased  10  percent,  it  only 
needs  5  percent  more  revenue. 
Therefore,  in  the  next  budget  period 
the  rate  the  hospital  can  charge  will 
be  reduced  by:  ( 1 )  the  extra  5  percent 
it  received  during  the  last  period;  and 
(2)  the  5  percent  it  will  not  need  due 
to  its  newly  increased  volume.  If  a 
hospital's  volume  dropped  10  percent 
below  its  budget  projection,  its  rate^ 
for  the  next  period  would  be  increased 
by  10  percent;  but  5  percent  of  this 
would  be  removed  from  its  rates  in 
the  next  adjustment  period  because  its 
variable  costs  would  have  been  re- 
duced by  5  percent. 

Under  this  system,  the  hospital 
maintains  solvency  even  though  its 
volume  is  decreasing.  While  the 


commission  is  concerned  about 
maintaining  the  vital  services  pro- 
vided by  hospitals,  it  also  is  con- 
cerned about  the  increasing  propor- 
tion of  the  state's  money  being  spent 
on  hospital  care. 

Key  Review  Agencies 

Many  agencies  contribute  to  hos- 
pital cost  containment  in  Maryland. 
Two  of  the  most  important  elements 
in  containment  are  planning  agencies 
and  agencies  that  review  the  appro- 
priateness of  medical  care. 

Planning  is  accomplished  through 
the  cooperation  of  a  number  of  agen- 
cies. There  are  five  health  systems 
agencies  covering  the  state,  and  it  is 
their  responsibility  to  develop  plans 
for  the  health  delivery  systems  in 
their  areas.  The  responsibility  for 
coordinating  the  plans  of  these  five 
regional  agencies  and  for  developing 
a  state  plan  rests  with  the  state  Health 
Planning  and  Development  Agency. 
Final  adoption  of  the  plan  is  the  re- 
sponsibility of  the  statewide  Health 
Coordinating  Council. 

Before  hospitals  can  undertake 
capital  projects  (including  equipment 
purchases)  exceeding  $150,000,  they 
must  receive  approval  from  the  state 
Health  Planning  and  Development 
Agency.  Together,  health  systems 
agencies  and  the  statewide  Health 
Coordinating  Council  advise  the 
state's  Health  Planning  and  Develop- 
ment Agency  on  the  need  for  capital 
projects.  The  agency  makes  the  final 
decisions. 

The  appropriateness  of  medical 
care  for  Medicare  and  Medicaid  pa- 
tients is  reviewed  by  a  network  of  five 
Professional  Standards  Review  Or- 
ganizations. Other  insurers  are  ex- 
perimenting with  having  PSROs  re- 
view patient  care  in  some  hospitals. 
The  PSRO  is  responsible  for  approv- 
ing the  medical  necessity  of  admis- 
sions and  lengths  of  stay.  They  do  not 
have  statutory  authority  to  review  the 
appropriateness  of  laboratory  and 
x-ray  testing. 

Rate  and  cost  review 

An  analysis  of  the  sources  of  hos- 
pital funds  and  the  uses  of  those  funds 


Increases  in  Charges 

for  Medical  Care  in  Selected 

Metropolitan  Areas 

U.S. 
City 
Average 

Atlanta 

Balti- 
more Chicago 

Los 

Detroit  Angeles 

New 
York 

Phila- 
delphia 

St. 
Louis 

San 
Fran- 
cisco 

December  1968  —  1969 

Medical  care 
Physicians'  fees 
Hospital  daily  service  charges 

6.0% 
7.3 
12.0 

8.9% 
8.1 
19.5 

8.1% 
6.7 
23.9 

5.7% 
3.5 
1 1 .9 

6.6% 
8.0 
13.3 

6.6% 

9.8 

8.4 

8.75 
10.1 
21 .0 

'o  7.4% 
8.0 
18.3 

5.4% 

6.0 

7.7 

5.3°/ 
4.7 
14.3 

December  1 969  — December  1970 

Medical  care 
Physicians'  fees 
Hospital  daily  service  charges 

7.4 
8.1 
13.5 

8.0 
9.3 
8.0 

11.5 
8.1 
26.4 

8.5 
6.5 
16.7 

10.3 
7.7 
22.8 

5.6 
7.0 
8.8 

10.1 
14.0 
16.7 

10.6 
6.7 
24.9 

6.7 
3.6 
14.9 

5.2 
8.1 
5.2 

December  1 970— December  1971 

Medical  care 
Physicians'  fees 
Hospital  daily  service  charges 

4.8 
5.2 
8.9 

5.4 
4.8 
1 1.3 

8.0 
10.2 
14.9 

3.7 
3.7 
11.2 

7.0 

5.7 
1  1.8 

4.4 
2.7 
13.2 

5.0 
4.5 
9.8 

4.7 
4.1 
1 1 .6 

3.0 
5.2 
5.3 

5.0 
5.4 
10.3 

December  1 971  —December  1972 

Medical  care 
Physicians'  fees 
Hospital  daily  service  charges 

3.3 

2.4 
NA 

3.0 
0.2 
NA 

4.4 

2.6 
NA 

3.5 
1.6 
NA 

4.1 
1.0 
NA 

3.1 
1.8 
NA 

3.8 
4.9 
NA 

3.7 
2.7 
NA 

2.3 
1 .5 
NA 

4.2 
3.2 
NA 

December  1 972  — December  1973 

Medical  care 
Physicians'  fees 
Hospital  daily  service  charges 

5.2 

4.0 
4.3 

6.9 
4.9 
6.7 

6.7 

4.2 
5.3 

5.2 
4.7 

4.6 

6.8 

6.0 
3.8 

6.1 
4.4 
4.7 

4.1 
4.0 
4.8 

6.3 
7.5 
2.2 

5.4 
3.3 
4.9 

4.2 
2.2 
4.5 

December  1 973-December  1974 

Medical  care 
Physicians'  fees 
Hospital  daily  service  charges 

12.4 
13.3 
14.2 

12.6 
13.6 
16.7 

10.9 
9.8 
1 1.5 

12.9 
1  1 .6 
14.9 

12.0 
1  1.7 
8.0 

12.3 
13.6 
13.4 

14.0 
12.0 
18.6 

11.1 
1 1.1 
12.7 

1  1 .2 
1  1 .8 
13.6 

11.6 
14.3 
12.5 

December  1 974  — December  1975 

Medical  care 
Physicians'  fees 
Hospital  daily  service  charges 

9.9 

1 1.8 
13.0 

1 1.2 
10.5 
13.0 

6.4 
9.9 

3.8 

1 1.2 
9.7 
19.4 

14.3 
15.8 

20.3 

12.1 
20.1 
16.3 

10.8 
15.8 
1 1.3 

12.3 
10.1 

23.0 

7.6 
5.4 
1  1 .7 

14.3 

23.8 
15.5 

December  1 975  — December  1976 

Medical  care 
Physicians'  fees 
Hospital  daily  service  charges 

10.1 
9.7 
1 1 .4 

8.0 
6.0 
9.7 

8.6 
8.2 
10.7 

1  1.6 
10.3 
13.0 

11.0 
7.6 
12.6 

1  1 .4 
13.5 
12.2 

10.3 
7.3 
16.6 

8.4 
7.5 
8.5 

10.3 
7.7 
12.9 

9.7 
7.9 
10.6 

December  1 976— December  1977 

Medical  care 
Physicians'  fees 
Hospital  daily  service  charges 

8.8 
9.2 
10.4 

6.3 
8.9 
6.9 

6.1 

9.7 

2.9 

8.5 

8.1 
1  1 .4 

12.5 
12.9 

13.7 

8.3 
7.0 
12.3 

7.5 
12.0 

2.1 

8.8 
8.7 
10.3 

9.2 
10.0 
1 1.8 

9.3 
8.1 
13.0 

Average  Uses  of  Funds 
of  Maryland  Hospitals 


Salaries,  Wages  and  Fringe  Benefits 

r  fcM  OfcM  1  IdLJt?  OT  L/OST 

Non-Physician's  Salaries  and  Wages 

53.24 

Physician's  Expense 

6.93 

Employee  Retirement  Insurance  Security  Act 

1.15 

Unemployment  Taxes 

0.18 

Workmen's  Compensation 

0.18 

Group  Health  and  Disability 

0.59 

Other  Fringe  Benefits  and  F.I.C.A. 

1.15 

Total 

63.42 

Supplies,  Contracted  Services  and  Other  Expenses 

Printing,  Office  Supplies,  Postage 

1 .05 

Medical,  Surgical,  Pharmaceutical 

5.75 

Laundry,  Linen  and  Uniforms 

1 .09 

X-Ray  Films  and  X-Ray  Solutions 

0.69 

Blood,  Plasmanate  and  Albumin 

0.61 

Contracted  Services 
Professional  Fees  (Accounting  and  Legal) 
Malpractice  Insurance 


Other  Insurance 
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Food 

2.23 

Telephone 

0.62 

Utilities  and  Water 

1.91 

Chemicals,  Solutions  and  Uniforms 

0.89 

Gases,  Glassware  and  Other  Expenses 

6.62 

Total  Supplies,  Contracted  Services  and  Other  Expenses 

26.28 

Capital  Facilities  Allowance 

4.28 

Working  Capital 

2.00 

Uncompensated  Care 

4.02 

Total 

100.00 

shows  that  the  most  important 
revenue-producing  area  is  the  routine 
medical  and  surgical  room  rate  (see 
accompanying  table).  The  second, 
third,  and  fourth  most  important  rev- 
enue areas  are,  in  order,  laboratory, 
operating  room,  and  x-ray  services. 
The  commission  devotes  a  great  deal 
of  its  attention  to  reviewing  these  last 
three  areas  and  to  creating  incentives 
for  influencing  the  amount  of  ancil- 
lary testing. 

The  commission  believes  that  the 
major  cost  problems  of  hospitals  are* 
excessive  utilization,  unnecessary 
tests,  unnecessary  services,  and  un- 
necessary lengths  of  stay.  The  review 
of  historical  hospital  costs  in 
Maryland — base  budget  reviews — 
allowed  only  2  percent  of  hospital 
costs  to  be  identified  as  unnecessary. 
Although  a  2  percent  savings  amounts 
to  $15  million,  far  greater  savings  can 
be  achieved  through  curbing  over- 
utilization  of  services.  Says  Commis- 
sion Chairman  Alvin  Powers,  "A 
hospital  cost  control  system  which 
does  not  try  to  influence  the  way 
physicians  evaluate  the  appropriate- 
ness and  the  necessity  of  the  way  they 
practice  medical  care  is  doomed  to 
failure. " 

Some  Maryland  physicians  have 
argued  that  the  commission  should 
not  be  concerned  about  the  quantity  of 
services  provided  but  only  with  unit 
prices.  Yet  the  public's  concern  is 
with  the  rising  proportion  of  their  in- 
comes that  goes  to  hospital  care. 
Aggregate  hospital  expenditures  equal 
unit  costs  multiplied  by  numbers  of 
units.  Therefore,  per  capita  expendi- 
tures cannot  be  controlled  without  ap- 
propriate incentives  directed  toward 
reducing  the  number  of  units. 

The  principal  reason  why  daily 
hospital  costs  have  risen  faster  than 
the  inflation  rate  in  Maryland  is  be- 
cause of  increases  in  intensity  of 
services — the  health  care  term  for 
more  ancillary  services  per  day — and 
there  is  little  evidence  that  patients' 
conditions  improve  as  a  result.  For 
example,  cost  per  day  in  Maryland 
increased  10.25  percent  in  fiscal  year 
1977,  with  rate  increases  accounting 
for  slightly  less  than  7  percent  and 


Average  Sources  of  Funds 
of  Maryland  Hospitals 
Before  Subsidy 


Revenue  Centers 

Percentage  of  Revenue 

Medical/Surgical 

97  P  1 

Pediatrics 

0  .oo 

Obstetrics 

0. 1  O 

Intensive  Care  Unit 

o.yo 

Coronary  Care  Unit 

u.yu 

Nursery 

I  .0  I 

Emergency  Room 

A   1  P. 
4 .  I  O 

Clinic 

0  OO 

Operating  Room 

1    A  O 

1  .48 

Labor  and  Delivery 

1  .49 

Anesthesiology 

1  .04 

Blood  Bank 

1 .24 

Laboratory 

1  0.70 

Radiology 

0.25 

EKG 

0.92 

EEG 

0.23 

Inhalation  Therapy 

1 .24 

Nuclear  Medicine 

1.04 

Intravenous  Therapy 

0.90 

Medical/Surgical  Supplies 

2.25 

Pulmonary  Function 

0.13 

Cost  of  Drugs  Sold 

3.40 

Admissions 

2.42 

Physical  Therapy 

0.51 

Other  Departments 

6.63 

Other  Income 

1.04 

Total 

100.00 
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Average  Hospital 
Inflation  Factors 
for  1977 


Percent 
of 
Costs 


Inflation 


Weighted 
Inflation 


Salaries,  Wages  and  Fringe  Benefits 

56.58 

6.80 

3.85 

Physicians  Expense 

7.36 

6.80 

.50 

Supplies  and  Contracted  Services 

Printing,  Office  Supplies,  Postage 

1.12 

6.89 

.08 

Medical,  Surgical,  Pharmaceutical 

6.1 1 

5.00 

.31 

Laundry,  Linen  and  Uniforms 

1.16 

6.50 

.75 

Glassware 

.12 

8.74 

.01 

Chemicals,  Solutions  and  Uniforms 

.95 

3.14 

.03 

X-Ray  Films  and  X-Ray  Solutions 

.73 

24.50 

.18 

Cases 

.14 

7.62 

.01 

Blood,  Plasmanate  and  Albumin 

.65 

10.00 

.07 

Contracted  Services 

3.33 

7.39 

.25 

Professional  Fees  (Accounting  and  Legal) 

.61 

6.44 

.04 

Insurance  (Excluding  Malpractice] 

.30 

8.98 

.03 

Food 

2.36 

3.08 

.07 

Other 

6.78 

7.73 

.52 

Depreciation  and  Interest 

4.68 

5.90 

.28 

Unavoidable  Cost  Increases 

Malpractice  Insurance 

.88 

8.98 

.08 

Telephone 

.66 

8.10 

.05 

E.R.I.S.A. 

1.22 

6.80 

.08 

Unemployment  Taxes 

.19 

6.80 

.01 

Workmen's  Compensation 

.19 

6.80 

.01 

Utilities  and  Water 

2.03 

8.10 

.16 

Other  and  FICA 

1 .22 

6.80 

.08 

Group  Health  and  Disability 

.63 

6.80 

.04 

Total 

7.49 

"intensification"  accounting  for  al- 
most 3.5  percent. 

This  situation  requires  meticulous 
review  of  hospital  utilization.  But  ef- 
fective review,  in  the  opinion  of  the 
commission,  is  extremely  unlikely  if 
the  reviewers  perceive  that  their  ef- 
fectiveness will  cause  financial 
hardship  for  the  hospital.  This  is 
especially  true  when  review  of  a  hos- 
pital under  the  Professional  Standards 
Review  Organization  (PSRO)  author- 
ity is  delegated  to  the  staff  of  that 
hospital  as  is  the  case  with  the  Balti- 
more City  PSRO. 

A  very  small  portion  of  hospital 
revenue  is  needed  to  offset  the  costs 
of  bricks,  mortar,  equipment,  and 
interest  on  capital  purchases.  Wages 
and  fringe  benefits  are  by  far  the  most 
significant  hospital  costs  (see  accom- 
panying table).  For  this  reason,  the 
commission  believes  a  wage  rate 
pass-through  is  an  appropriate  pol- 
icy.* 

Wage  pass-through 

The  commission  believes  that  col- 
lective bargaining  cannot  be  expected 
to  work  where  one  side  is  allowed  to 
keep  whatever  it  wins  and  the  other 
side  is  allowed  to  pass  on,  without  a 
market  constraint,  anything  it  gives. 
There  is  much  political  but  little  ana- 
lytical support  for  a  wage  pass- 
through  for  non-supervisory  employ- 
ees. If  the  objective  is  to  create  com- 
petitive market  pressures,  then  some 
limit  on  wage  increases  must  be  set. 
The  constraints  must  be  reasonable 
and  all  elements  of  employee  com- 
pensation (with  the  possible  exception 
of  mandated  changes  in  Federal  In- 
surance Contribution  Act  taxes  or 
one-time  funding  requirements  under 
Employee  Retirement  Insurance  Se- 
curity Act)  should  be  treated  equally. 

The  consumer  price  index  (CPI) 
was  chosen  to  represent  the  inflation 
factor  because  this  assures  that  hos- 
pital rates  will  not  go  up  faster  than 
the  cost  of  living  due  to  wage  settle- 
ments. Using  the  CPI  makes  sense 


*This  aspect  of  cost  contaiment  is  discussed 
more  thoroughly  in  a  paper  entitled.  The  Reg- 
ulation of  Hospital  Wages,  which  is  available 
from  the  commission. 


where  laborers  are  already  paid  above 
the  market  rate  for  similar  work.  It 
avoids  making  productivity  compari- 
sons, and  all  rates  go  up  the  same 
amount  due  to  inflation. 

The  raises  hospitals  are  able  to  give 
are  based  upon  their  change  in  pro- 
ductivity. There  was  some  degree  of 
incredulity  expressed  in  the  hospital 
industry  when  the  commission  indi- 
cated that  merit  raises  should  not 
contribute  to  rate  increases  because 
merit  raises  are  given  for  increased 
productivity.  Few  hospitals  are  able 
to  demonstrate  increased  productivity 
or  improved  patient  care  due  to  the 
length  of  service  of  its  employees, 
which  is  often  the  reason  for  so-called 
merit  raises. 

Assuring  solvency 

The  commission  is  responsible  for 
assuring  the  solvency  of  efficient  and 
effective  hospitals.  This  requires  that 
the  full  financial  needs  of  a  hospital 
must  be  considered  and  that  no  arbi- 
trary decision  be  made  which  would 
prohibit  the  hospital  from  generating 
revenues  to  meet  its  costs.  The  com- 
mission's definition  of  costs  differs 
from  Medicare's  definition  in  four 
principal  ways: 

•  The  costs  of  treating  non-paying 
patients  are  a  financial  requirement  of 
the  hospital. 

•  Working  capital  is  recognized  as 
a  cost. 

•  Non-patient  revenues  are  consid- 
ered part  of  a  hospital's  revenue. 

•  A  new  method  for  measuring 
capital  costs  was  developed. 

The  commission  recognizes  that  a 
hospital  with  a  history  of  efficiency  in 
both  cost  per  unit  and  number  of  units 
is  better  able  to  withstand  the  rigors 
of  the  review  system  than  a  hospital 
with  a  history  of  inefficiency.  There- 
fore, the  inefficient  hospital  can  profit 
more  than  the  efficient  one.  The  pub- 
lic is  better  off  providing  an  incentive 
for  efficiency,  for  otherwise  costs  will 
never  be  pared. 

Equity  in  rates 

The  question  of  equity  of  payment 
generated  a  great  deal  of  heat  when 
the  commission  began  its  rate-setting 


activities.  The  commission  deter- 
mined that  all  payers  should  pay 
roughly  the  same  amount,  so  the  his- 
torical discounts  for  Medicare, 
Medicaid,  and  Blue  Cross  have  been 
largely  eliminated  in  Maryland.  These 
three  payers  are  all  reimbursing  what 
the  commission  believes  is  their  fair 
share  of  the  costs.  Many  feel  that  no 
payer  should  be  required  to  pay  the 
costs  of  patients  who  do  not  pay  for 
their  own  care,  and  the  commission 
agrees.  Ideally,  all  patients  should 
have  some  type  of  third  party  cover- 
age if  they  do  not  have  the  ability  to 
defray  medical  costs  from  their  own 
resources.  Unfortunately,  that  is  not 
the  case,  so  to  assure  the  solvency  of 
hospitals,  paying  patients  must  be 
charged  at  a  rate  high  enough  to  cover 
the  costs  of  non-paying  patients. 

An  area  that  the  commission  is  re- 
viewing, under  the  requirement  of 
equity  among  payers,  is  that  charges 
to  paying  patients  should  be  based  on 
the  cost  of  their  care.  The  commission 
no  longer  allows  significant  profits  to 
be  made  in  radiology  and  pathology, 
while  significant  losses  occur  in 
obstetrics  and  the  emergency  room. 
The  commission,  however,  still  al- 
lows clinics  to  be  subsidized  in  some 
parts  of  Baltimore  because  they  are 
the  major  accesses  to  care  for  many 
poor  people. 

Different  rate  structures  include 
different  incentives,  and  the  attention 
to  rate  structures  in  the  public  utility 
sector  has  blossomed  since  it  became 
fashionable  to  encourage  people  to 
buy  less  rather  than  more  gas,  water, 
and  electricity.  The  rate  structure 
currently  applied  at  several  hospitals 
in  Maryland  does  not  reduce  those 
hospitals'  ability  to  remain  solvent, 
but  rather  makes  different  kinds  of 
behavior  profitable.  Just  as  before,  a 
hospital  which  meets  all  approved 
costs  and  budgeted  volumes  will  still 
break  even,  but  now  decreases  in 
length  of  stay  and  decreases  in  inten- 
sity for  a  given  case  mix  of  patients  is 
profitable  rather  than  the  opposite. *■ 


*Cohen,  H.A.  and  Cook,  J.S.  "'Hospital 
Reimbursement  and  Utilization  Incentives:  A 
Maryland  Experiment"'  in  Profile  of  Medical 
Practices,  1978.  American  Medical  Associa- 
tion, Chicago.  1978. 


Forallstateandlocalagenciesand  volunteer  organizations.  Eye-catchina  full-color 
posters  to  pubhc.ze  the  Early  and  Periodic  Screening,  Diagnosis ^a  TreZenl  Pro-am. 


Place  it  in  churches,  self-service 
laundries,  welfare  offices, 
unemployment  offices,  day  care 
centers,  store  fronts, 
low-income  housing 
developments,  supermarkets, 
food  stamp  distribution  centers 
and  other  places  parents  are 
likely  to  see  them. 


Poster  comes  in  two  sizes.  Wall 
poster  is  20"  x  23".  Standup 
poster  is  11"  x  14".  Blank 
space  at  the  bottom  of  the  poster 
is  for  the  address  and  telephone 
number  for  local  information. 
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The  copy  on  the  poster  reads: 

The  way  to  keep  from  having  big  health  problems  is  to  catch  them 

while  they're  still  small  ones.  If  your  children  are  eligible  for  Medicaid  we've 

got  a  program  that  will  find  and  treat  their  health  problems,  if  they  have  any,  before 

they  get  too  big.  Why  not  check  with  your  local  welfare  office  and  ask  about  the  EPSDT  program? 


For  your  supply,  write: 
Editor, 

Room  5327  MES  Building, 
Washington,  D.C.  20201 


Physicians  Freeze  or  Restrain 
Fee  Increases. 


In  what  some  newsapaper  editorials 
call  "refreshing,"  "surprising,"  and 
"highly  laudable,"  organizations  of 
physicians  around  the  country  are  en- 
couraging their  members  either  to 
freeze  fees  or  at  least  to  hold  in- 
creases to  a  modest  rate. 

The  time  period  for  voluntary  fee 
restraint  ranges  from  6  months  to 
"until  we  see  if  other  segments  of  the 
economy  are  going  to  follow. "  ■ 

Thus  far,  members  of  state  medical 
associations  of  Mississippi,  Colorado, 
and  Washington  have  voted  to  hold 
down  fee  increases.  Several  county 
medical  societies  have  voted  to  do  the 
same;  among  them  is  a  group  of  7 
societies  known  as  the  Coalition  of 
Southern  New  Jersey  Medical 
Societies. 

No  organization  is  known  to  have 
gone  farther  in  its  effort  to  restrain  fee 
increases  than  this  group  of  seven 
New  Jersey  societies.  They  voted  a 
complete  freeze  on  fee  increases  for  6 
months  and,  when  that  period  expired 
in  November  1977,  they  decided  to 
follow  the  President's  guidelines  for 
limiting  increases  in  health  care  costs. 

The  action  taken  by  the  coalition  of 
societies  and  the  Mississippi  state 
medical  association  predated  a  call  by 
the  president  of  the  American  Medical 
Association  for  nationwide  restraint 
on  fees.  AMA  President  Dr.  Tom  E. 
Nesbitt,  in  his  inaugural  address  last 
June,  asked  physicians  to  cut  the  rate 
of  their  fee  increases  by  1  percent 
each  year  for  2  years,  saying,  "We 
physicians,  after  all,  are  not  exempt 
from  the  hard  realities  of  today's 
economy.  .  .  from  the  general  in- 
flationary spiral.  What  each  of  us  can 
do,  however,  is  place  realistic  re- 
straints on  the  rate  of  these  periodic 
increases  while  maintaining  the  qual- 
ity of  patient  care. " 

The  AMA  reports  that  nearly  all 
states  have  formed  ad  hoc  committees 
to  discuss  techniques  for  holding 
down  fees,  but  that  specific  goals  are 


yet  to  be  set  by  the  vast  majority.  To 
aid  the  process,  the  AMA  has  sent  a 
"cost  containment  kit"  to  each  state 
and  county  medical  society.  It  is  too 
soon  to  know  if  widespread  grassroots 
support  of  the  idea  will  be  generated. 
But  it  certainly  has  happened  in  some 
instances. 

The  effort  to  contain  costs  by  the 
New  Jersey  medical  societies  was  the 
result  of  an  idea  of  one  physician  who 
proposed  it  to  his  county  society. 
Then,  in  a  bandwagon  effect,  it  was 
adopted  by  the  other  six  societies. 

Dr.  Benjamin  Wolfson,  a  psychia- 
trist in  the  southern  New  Jersey  town 
of  Woodbury,  proposed  a  6-month 
freeze  on  increases  in  physician  fees 
at  the  annual  meeting  of  the  Medical 
Society  of  New  Jersey,  but  the  pro- 
posal came  too  late  to  reach  the  floor 
for  a  vote.  Disappointed  but  not  de- 
terred, Wolfson  recommended  it  to 
his  county  medical  society  and  won 
unanimous  approval  by  the  physicians 
attending  the  county  meeting. 

Wolfson,  who  may  have  been  the 
first  physician  in  the  country  to  pro- 
pose a  voluntary  freeze,  said  the  idea 
occurred  to  him  because  of  the 
"specter  of  national  disaster  which 


was  growing  out  of  uncontrolled  in- 
flation." In  his  appeal  to  fellow 
physicians  for  a  freeze,  Wolfson  said: 
"It  can  hardly  be  expected  that  the 
average  working  person  can  forego 
wage  increases,  while  the  inflation 
rate  continues  unabated.  Therefore,  it 
is  for  those  persons  with  greater 
means  to  take  the  initiative  and  set  the 
pace,  by  making  a  significant  gesture 
toward  controlling  costs." 

He  said  that  another  reason  he  felt 
physicians  would  adopt  the  voluntary 
freeze  was  to  counter  the  charges  of 
"greed  and  avarice  of  physicians" 
that  have  been  made  by  some. 

Since  no  organization  can  force  its 
members  to  restrain  their  fees,  many 
wondered  just  how  successful  such 
voluntary  action  could  be.  In  retro- 
spect, Wolfson  feels  there  is  strong 
evidence  that  the  freeze  worked  ex- 
tremely well.  "While  I  was  elated 
that  my  own  society  and  6  others 
adopted  my  recommendation  to  freeze 
fees  for  6  months,  I  was  disappointed 
that  they  voted  to  follow  the  Presi- 
dent's guidelines  on  cost  containment 
rather  than  continue  the  freeze  for 
another  6  months. 

Being  a  psychiatrist,  I  realized  that, 
once  the  proposal  was  adopted,  there 
would  be  tremendous  peer  pressure 
for  each  physician  to  maintain  an  ab- 
solute freeze  on  fees.  The  fact  that 
they  voted  to  relax  the  freeze — and 
the  vigor  with  which  they  pressed  their 
point  (some  had  not  raised  their  fees 
in  several  years) — indicated  to  me 
that  they  felt  they  were  under  strict 
constraint  to  abide  by  the  vote." 

Whether  voluntary  restraints  on  fee 
increases  by  physicians  will  spread  to 
all  parts  of  the  country  is  still  at 
question.  What  is  certain  is  that  in 
each  case  where  physicians  have  re- 
strained fee  increases,  the  news  media 
and  public  officials  have  responded 
with  favorable  comment.  That  in  it- 
self should  be  a  strong  encouragement 
for  restraint.  i"~ 


State  and  National  News 


Rate  review  program 
saves  $55  million. 

Since  it  began  operating  in  1976, 
the  Wisconsin  Hospital  Rate  Review 
Program  is  credited  with  saving  more 
than  S55  million  in  hospital  care  costs 
for  the  state.  The  program  is  also 
credited  with  helping  to  save  millions 
more  through  its  support  of  area  and 
statewide  health  care  planning.  It 
has  acted  as  a  catalyst  in  the 
consolidation  of  several  hospitals 
and  of  some  underused  hospital 
departments. 

The  program's  20-member  Rate 
Review  Committee  is  composed  of 
representatives  of  the  public,  labor, 
industry,  government,  and  the  health 
care  industry.  It  is  responsible  for  re- 
viewing and  approving  the  annual 
budgets  of  all  hospitals  in  the  state. 

PSROs  save  millions 

by  reducing  hospital  stays. 

A  study  of  96  Professional  Stand- 
ards Review  Organizations  shows  that 
they  prevented  $50  million  worth  of 
unnecessary  hospitalization  of  Medi- 
care beneficiaries  during  1977.  The 
total  cost  of  these  PSRO  reviews  was 
$45  million. 

This  savings  is  even  more  signifi- 
cant because  the  PSRO  program 
replaced  hospital  utilization  review 
programs  which  would  have  cost 
more  than  $20  million  and  had  not 
demonstrated  an  ability  to  generate 
savings. 

The  study  found  that  a  PSRO's  rela- 


tive success  in  preventing  unneces- 
sary hospitalization  corresponds  with 
the  length  of  time  it  has  been  in  oper- 
ation. Eighty-one  of  the  96  PSRO's 
studied  have  reduced  the  length  of 
hospitalization  for  medicare  bene- 
ficiaries. 

The  cost  of  a  PSRO's  reviewing 
the  average  case  is  being  steadily 
reduced.  In  1976  it  cost"  S17  per 
patient  and  dropped  to  $15  in  1977. 
PSROs  which  have  been  operating 
long  enough  to  have  extended  their 
review  to  90  percent  of  the  hospitals 
in  their  area  often  had  a  cost  of 
between  $9  to  $10  per  case  in  1977. 
This  decline  in  the  cost  of  review 
compares  favorably  with  the  rate  of 
$8.70  which  had  been  projected  for 
the  end  of  fiscal  year  1979. 

"Perhaps  the  most  encouraging 
part  of  this  study  is  that  it  documents 
considerable  progress  in  the  program 
between  1976  and  1977,  even  before 
most  of  our  new  management  initia- 
tives were  begun."  said  Leonard  D. 
Schaeffer,  Administrator  of  the 
Health  Care  Financing  Administra- 
tion. "The  fact  that  the  keystone  of 
the  program  — concurrent  review- 
was  able  to  pay  for  itself  so  early  in  its 
development  is  a  real  accomplish- 
ment and  one  of  which  all  of  us 
should  be  very  proud." 


Blues  refuse  payment 
for  unapproved  scanner. 

Kansas  City  Blue  Cross  and  Blue 
Shield  plans  have  refused  to  pay  for 
CT  scans  performed  on  the 


new 


$550,000  scanner  of  the  Liberty  Hos- 
pital in  Liberty,  Missouri,  because  the 
equipment  was  purchased  without 
approval  of  the  local  health  planning 
agency. 

The  issue  is  complicated  by  the  fact 
that  Liberty  Hospital  does  not  own 
the  scanner,  but  is  leasing  it  from 
a  local  bank  for  $132,000  a  year. 
After  reviewing  the  lease,  the  Blue 
Cross  and  Blue  Shield  plans  said  the 
leasing  arrangement  enabled  the  hos- 
pital to  circumvent  the  requirement 
of  Mid-America  Health  Systems 
Agency  that  hospitals  secure  approval 
for  capital  expenditures  of  $350,000 
or  more. 

Earlier  the  hospital  had  tried  to 
share  the  cost  of  buying  a  scanner 
with  North  Kansas  City  Memorial 
Hospital  — an  effort  backed  by  the 
Blue  Cross  plan  — but  that  proposal 
failed,  and  North  Kansas  City  Mem- 
orial received  approval  to  buy  its  own 
scanner. 

In  another  attempt  by  Liberty  Hos- 
pital to  acquire  use  of  a  scanner, 
a  group  of  physicians  made  arrange- 
ments in  1976  to  buy  one.  place  it 
in  the  hospital,  and  bill  Blue  Shield 
for  the  scans  as  physicians'  services. 
Blue  Shield,  however,  told  the  physi- 
cians they  would  not  be  reimbursed 
for  services  performed  on  the  unap- 
proved scanner.  The  physicians  then 
sold  the  scanner  to  the  Commercial 
Bank  of  Liberty,  which,  in  turn,  has 
leased  it  to  the  hospital. 


Better,  cheaper  health  care 
promoted  by  U.S.  Chamber. 

The  U.S.  Chamber  of  Commerce 
announced  a  sweeping  new  effort 
to  restrain  health  care  costs  and 
improve  the  health  of  citizens.  The 
program  will  be  carried  out  by  local 
chamber  affiliates  and  community 
groups.  The  program  is  based  on  a 
study  commissioned  by  the  chamber 
to  determine  what  business  can  do 
to  help  upgrade  the  level  of  health 
in  the  U.S.  The  study,  A  National 
Health  Care  Strategy,  consists  of  five 
reports:  "How  Business  Interacts 
With  the  Health  Care  System,"  "How 


Business  Can  Use  Specific  Techniques 
To  Control  Health  Care  Costs," 
"How  Business  Can  Stimulate  a  Com- 
petitive Health  Care  System,"  "How 
Business  Can  Promote  Good  Health 
for  Employees  and  Their  Families," 
and  "How  Business  Can  Improve 
Health  Planning  and  Regulation." 

In  announcing  the  recommenda- 
tions of  the  study,  U.S.  chamber 
president  Richard  Lesher  said  that 
a  health  task  force  of  business  and 
professional  leaders  has  been  formed 
to  be  the  nucleus  of  a  nationwide 
network  of  volunteers  to  help  com- 
munities implement  cost  control 
programs.  Task  force  members  repre- 
sent such  groups  as  the  American 
Hospital  Association,  the  American 
Medical  Association,  Ford  Motor 
Company,  Maryland  State  Chamber 
of  Commerce,  and  the  Group  Health 
Association  of  America. 

Dr.  Paul  M.  Ellwood,  Jr.,  a  physi- 
cian and  president  of  Interstudy,  a 
non-profit  research  and  consulting 
firm  in  the  health  care  field  which 
produced  the  study,  said  companies 
"are  exhibiting  a  growing  willingness 
to  intervene  directly  in  the  health  sys- 
tem. Instead  of  passively  shuffling 
dollars  to  an  insurer  and  then  to 
doctors  and  hospitals,  companies 
increasingly  acknowledge  that  they 
are  buying  health  care  for  their  em- 
ployees and  not  health  insurance 
protection.  They  are  now  beginning 
to  see  that  their  cost  containment 
efforts  can  either  be  thwarted  or 
enhanced  by  the  characteristics  of 
the  particular  health  delivery  system 
they  use." 


Fire  prevention  options 
studied  for  nursing  homes. 

Comments  are  being  sought  on  five 
options  HEW  has  proposed  for  pre- 
venting fires  in  those  nursing  homes 
participating  in  the  Medicare  and 
Medicaid  Programs.  Secretary  Joseph 
A.  Califano,  Jr.,  has  asked  for  com- 
ments on  the  options,  their  costs  and 
on  how  effective  each  would  be  in 
preventing  fires  and  saving  lives. 
The  five  options  are: 


•  Require  sprinklers  in  all  nursing 
homes. 

•  Require  sprinklers  in  all  nursing 
homes  built  after  the  effective  date  of 
a  new  regulation,  including  facilities 
converted  to  nursing  homes. 

•  Require  sprinklers  in  all  new  nurs- 
ing homes  except  those  of  fire-resis- 
tant construction. 

•  For  facilities  not  presently  required 
to  have  sprinklers,  require  instead 
other  fire-prevention  measures,  such 
as  smoke  detectors  and  special  pa- 
tient evacuation  plans. 

•  Retain  existing  requirements. 
Consideration  will  be  given  all  com- 
ments submitted  by  February  6.  They 
should  be  addressed  to:  Janice  M. 
Caldwell,  Director,  Division  of  Long 
Term  Care,  Department  of  Health, 
Education,  and  Welfare,  4600  Fisher's 
Lane  Rockville.  Maryland  20857. 


Physical  fitness  plan 
begun  by  Georgia  Blues. 

Physical  fitness  programs  are  being 
developed  for  the  450,000  subscribers 
of  the  Georgia  Blue  Cross  and  Blue 
Shield  in  an  effort  "to  help  contain 
rising  health  care  costs.  The  theory 
is  that  health  care  costs  will  be  re- 
duced by  keeping  people  healthy 
through  programs  that  encourage 
exercise,  reduction  of  stress,  and 
proper  diet  and  nutrition." 

The  plan  will  assist  companies  and 
civic  organizations  in  establishing 
physical  fitness  programs  and  has 
already  begun  a  program  of  exercise 


and  a  series  of  classes  on  how  to  stop 
smoking  for  its  own  employees  in 
Atlanta.  The  program  stresses  mod- 
erate and  regular  exercise. 

"We  can  no  longer  afford  the  luxury 
of  abusing  our  health  to  the  point 
that  medical  care  is  necessary,"  said 
Fred  R.  Higginbotham,  president  of 
Blue  Cross  and  Blue  Shield.  Earlier 
this  year,  Blue  Cross  and  Blue  Shield 
of  Virginia  also  hired  a  physical 
fitness  coordinator  to  promote  better 
health  habits  among  its  employees 
and  subscribers. 

HEW  tightens  rules  for 
sterilization  payments. 

New  regulations  have  been  issued 
by  HEW  to  tighten  standards  for 
funding  sterilizations  in  order  to  as- 
sure that  federal  funds  are  paid  only 
when  patients  have  given  their  vol- 
untary and  informed  consent. 

Secretary  Joseph  A.  Califano,  Jr.. 
said  these  regulations  are  "designed  to 
respond  to  the  concerns  of  many 
citizens,  by  strictly  limiting  the  use 
of  federal  funds  for  sterilization  of 
persons  who  knowingly  and  freely 
consent  to  them,  and  to  prohibit 
HEW  funding  of  coerced  and  unin- 
formed sterilizations  or  of  steriliza- 
tions based  on  hasty  decisions." 

HEW-funded  sterilizations  must 
meet  the  following  criteria: 

•  An  HEW-approved  consent  must 
spell  out  the  nature  and  consequences 
of  the  operation  in  a  language  the 
patient  understands.  Medical  per- 
sonnel must  certify  that  the  patient 
has  received  an  explanation  both 
orally  and  in  writing  as  well  as  advice 
about  alternate  forms  of  birth  control. 

•  The  waiting  period  between  con- 
sent and  sterilization  must  be  at  least 
30  days,  except  in  cases  of  premature 
delivery  or  emergency  abdominal 
surgery.  The  wait  is  to  allow  time  for 
reflection  and  discussion,  thus  re- 
ducing the  risk  of  a  decision  that 
might  later  be  regretted. 

•  Consent  cannot  be  obtained  from 
anyone  in  childbirth  labor,  under  the 

Continued  on  Page  24 
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influence  of  alcohol  or  drugs,  or 
seeking  abortion.  This  should  reduce 
the  number  of  decisions  for  steriliza- 
tion made  under  duress. 

•  Where  there  are  language  barriers, 
interpreters  must  be  provided  before 
consent  can  be  obtained,  and  special 
arrangements  must  be  made,  if  neces- 
sary, for  handicapped  people. 

•  Federal  funding  will  not  be  avail- 
able for  hysterectomies  performed  for 
sterilization  purposes.  Hysterec- 
tomies performed  for  medical  reasons 
will  be  reimbursed  only  if  the  patient 
has  been  informed  that  sterility 


Calendar 


February  14-16  — Sixth  National 
Institute  on  Minority  Aging  in  San 
Diego.  For  information  contact 
Nancy  E.  Rollman,  conference  co- 
ordinator. University  Center  on 
Aging,  San  Diego  State  University, 
San  Diego,  CA  92182. 

Feb.  4-8- HMOs:  Problems  and 
Prospects,  Scottsdale,  Arizona,  spon- 
sored by  the  American  Group  Prac- 
tice Association  and  Health  Maint- 
enance Associates/ABC-HMO  of 
Arizona.  For  information  contact  the 
AGPA,  20  S.  Quaker  Lane,  Alexan- 
dria, Virginia  22314. 

PSRO  Court  Ruling 

Continued  From  Page  1 1 

What  next?  The  National  Capital 
Medical  Foundation  has  claimed  that 
information  should  not  be  disclosed 
under  several  exemptions  under  the 
Freedom  of  Information  Act,  and  the 
Nader  group  is  expected  to  request 
another  judgment,  and,  finally,  the 
answers  to  their  questions.  An 
amendment  specifically  stating  that 
the  PSROs  are  not  subject  to  the 
Freedom  of  Information  Act  had  been 
included  in  a  bill  which  did  not  pass 
Congress  this  last  term.  As  of  this 
writing,  no  one  can  tell  if,  or  when, 
the  PSRO  information  will  be  dis- 
closed, n 


will  result. 

•  Federal  funding  will  not  be  avail- 
able for  sterilizations  of  persons  in 
correctional  facilities,  mental  hos- 
pitals, or  other  rehabilitative  facilities. 

•  The  prohibition  against  paying  for 
abortions  is  continued  against  sterili- 
zations of  mentally  incompetent  per- 
sons or  those  under  21  years  of  age. 

These  standards  will  take  effect  in 
February  and  will  apply  to  all  sterili- 


Letters  to  the  Editor 


Dear  Sir: 

I  had  3  experiences  where  I  would 
have  had  surgery,  if  my  wife  had  not 
persuaded  me  to  get  a  second  opinion. 

The  first  experience  was  about  15 
years  ago  when  I  felt  pain  in  the  rec- 
tal area  and  visited  a  doctor  in  Brook- 
lyn. He  examined  me  and  was  ready 
to  send  me  to  the  hospital  in  3  days 
to  remove  polyps. 

My  wife  advised  that  I  consult  an- 
other doctor  and  I  saw  a  reputable 
proctologist  in  New  York.  He  told 
me  he  disagreed  with  the  first  diag- 
nosis. 

I  asked  why  I  was  put  into  a  di- 
lemma: "You  say  yes  and  he  says  no." 
He  recommended  I  get  a  third  opin- 
ion and  he  called  in  another  doctor. 
I  was  then  given  a  work  out  for  almost 
Wi  hours  by  both  of  them,  and  they 
were  certain  I  did  not  need  surgery. 
1  was  given  some  medication  and  was 
okay  in  no  time.  I  am  now  H2  vears  of 


zation  procedures  paid  for  by  Medi- 
caid, HEW  family  planning  programs, 
and  those  performed  in  all  Public 
Health  Service  facilities. 

HEW-funded  sterilizations  account 
for  about  10  percent  of  all  sterili- 
zations in  the  nation.  The  agency 
developed  the  regulations  after  in- 
tensively studying  the  issue  and  con- 
ducting a  series  of  hearings  through- 
out the  country  early  in  1978. 


age  and  have  never  again  suffered 
from  polyps. 

In  1966  I  had  pains  in  my  left  knee 
and  I  went  to  a  clinic  in  Boston. 
Altera  thorough  checkup,  they  could 
not  find  anything  specific  wrong  with 
my  knee.  I  was  advised  to  rest  my  leg 
and  take  it  easy  for  about  6  weeks.  I 
still  had  pain  so  I  saw  another  doctor 
who  said  that  something  in  my  knee 
had  to  be  removed. 

I  then  got  a  third  opinion  from  a 
doctor  who  said  I  did  not  need  sur- 
gery. He  diagnosed  the  problem  as  a 
ehrondromalacer  of  the  left  knee.  He 
advised  hot  moist  packs  and  deep 
massage.  They  worked. 

My  third  experience  was  in  1975. 
I  got  sick  with  a  temperature  of  over 
105  degrees  and  was  rushed  to  a  med- 
ical center  in  North  Miami  Beach.  I 
had  an  infection  of  the  pelvis. 

While  at  the  center  my  doctor 
called  in  a  host  of  specialists  for  con- 
sultation. One  told  my  wife  that  it 
would  be  advisable  to  have  my  pros- 
tate removed.  She  responded  that  she 
thought  I  was  too  weak  for  surgery. 

When  I  felt  well  enough  to  leave 
the  hospital  we  returned  to  Connect- 
icut. After  being  home  about  a  month. 
I  had  a  relapse  and  landed  in  the 
local  hospital.  I  told  my  doctor  about 
the  advice  to  remove  my  prostate. 
He  asked  a  proctologist  to  examine 
me,  and  he  recommended  against  it. 
Today,  I  have  no  symptoms  of  pros- 
tate trouble. 

Sol  Chalek 
Danburv.  CT 


Seeing 
believing] 


He  will  never  find  the  answer  if  he  can't  see  the  problem.  If  your 
child  needs  glasses,  the  Medicaid  Program  can  provide  them.  Just 
as  we  provide  immunizations  against  polio,  whooping  cough, 
and  measles  .  .  .  treat  anemia,  TB,  and  sickle  cell  disease.  To 

nd  out  if  your  family  is  elegible,  contact  your  local  Social 
Service  or  Welfare  Office  today.  Medicaid.  Worth  looking  into. 
For  a  free  supply  of  these  posters,  write:  Editor,  the  Forum. 
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by  Dr.  Philip  W.  Brickner,  Dr.  A  nne 
Davis,  Dr.  Harry  Delany,  Dr.  A 
Gregory  Jameson,  Linda  Keen 
Scharer,  Al  Schwarz,  and  Dr. 
Matthew  Vassallo 


The  expanding  costs  of  health  care 
in  this  country  are  a  major  concern  at 
all  levels  of  government.  There  are 
widespread  claims  that  excessive 
numbers  of  acute-care  hospital  beds 
are  in  part  responsible  for  inflated 
costs.  Because  of  the  present  financial 
climate,  the  situation  in  New  York 
City  is  under  particular  scrutiny.  So- 
lutions in  New  York  are  likely  to  have 
relevance  for  many  major  metropoli- 
tan areas  which  house  populations 
high  in  proportion  of  the  aged  and 
poor. 

No  simple  formula  can  be  applied, 
however,  to  designate  the  number  of 
acute-care  beds  needed.  The  city, 
with  its  particular  population  mix  of 
aged  and  young,  wealthy  and  im- 
poverished, its  minority  and  immi- 
grant components,  its  indices  of  dis- 
ease, its  function  as  a  teaching  and 


medical  center  for  the  country  and  the 
world,  creates  its  own  set  of  variables 
for  hospital  bed  needs. 

A  careful  delineation  of  these 
needs,  designed  to  fit  the  require- 
ments of  the  city's  population,  must 
be  the  basis  of  any  plan  to  close  beds. 

Are  there  excessive  beds? 

Nationwide  standards  for  the 
number  of  acute-care  hospital  beds 
necessary  to  provide  adequate  service 
have  been  proposed  in  recent  years. 

The  most  recent  formal  statement 
was  developed  by  the  Department  of 
Health,  Education,  and  Welfare  as  a 
requirement  of  federal  legislation  in 
September  1977.  and  made  final  on 
March  28,  1978.  It  urges  a  national 
goal  of  four  or  less  such  beds  per 
1 ,000  population. 

Implementation  of  this  formula  is 
now  under  active  consideration  at  all 
levels  of  government.  Federal,  state, 
and  local  decision-making  bodies  are 
at  work,  devising  plans  which  will 
cause  the  hospital  system  to  shrink  in 
New  York  City.  The  rationale  is  that 


by  closing  beds  money  will  be  saved. 

New  York  City  is  a  logical  target 
for  bed  reduction,  if  the  recent  HEW 
guidelines  are  followed.  Examination 
(see  accompanying  table)  shows  that 
the  city  is  overbedded,  with  4.9 
acute-care  beds  per  1,000  population, 
if  a  formula  of  4.0  per  1 ,000  is  used. 

It  is  important  to  know  that  the 
number  of  hospital  beds  in  New  York 
City  has  been  falling  since  the  1960s. 
In  1965  there  were  more  than  60,000 
beds  in  the  city.  At  present,  this 
number  is  about  35,000.  There  are  50 
less  hospitals  in  New  York  City  in 
1978  than  there  were  in  1950. 

Why  does  New  York  City  contain 
hospital  beds  in  a  ratio  of  4.9  per 
thousand  people? 

Among  the  points  to  be  considered 
are: 

•  The  fact  that  seven  medical 
schools  are  located  in  the  city.  Five  of 
these  are  in  Manhattan,  associated 
with  hospitals  which  are  internation- 
ally recognized  centers  of  health  care, 
and  which  attract  patients  from  all 


over  the  world.  This  explains  in  part 
why  Manhattan  has  41  percent  of  the 
hospital  beds  in  the  city  but  only  19 
percent  of  the  city's  residential  popu- 
lation. 

•  The  fact  that  48.3  percent  of 
Manhattan's  acute-care  beds  are  oc- 
cupied by  people  who  live  outside  the 
borough.  Of  these,  37  percent  are 
non-residents  of  the  city. 

•  The  awareness  that  the  New  York 
City  metropolitan  area  has  its  own 
particular  population  mix,  which  must 
be  compared  to  other  cities. 

Data  which  relate  the  hospital  bed 
situation  in  New  York  City  to  that  in 
other  metropolitan  areas  are  useful:  in 
comparison  to  the  16  largest  cities  in 
the  United  States,  New  York  ranks 
first  in  length  of  hospital  stay,  1 1th  in 
number  of  beds-to-population,  11th  in 
number  of  patient  days  per  number  in 
population,  and  14th  in  rate  of  admis- 
sions per  number  in  population.  These 
data  suggest  that  length  of  stay  per 
patient  in  New  York  may  be  relatively 
long  in  part  because  admission  rates 


are  low,  and  people  are  sicker  when 
they  enter  the  hospital  or  that  there  is 
a  relative  lack  of  long-term-care  beds 
and  home  health  services  in  the  city, 
forcing  patients  to  remain  inappro- 
priately in  acute-care  hospitals. 

There  almost  certainly  will  be  fur- 
ther closings  of  hospital  beds  in  the 
city.  This  will  occur  because  the  will 
of  government  is  imposed,  because  of 
inadequate  occupancy  rates  or  attri- 
tion, and/or  because  institutions  will 
collapse  through  reimbursement 
policies  which  promote  bankruptcy. 
The  weaker  hospitals  will  fall.  Plan- 
ning for  an  orderly  shrinkage  of  beds 
makes  sense  and  requires  that 
priorities  be  established. 

In  choosing  hospitals,  people  vote 
with  their  feet.  Within  a  shrunken 
system,  opportunity  for  choice  by  the 
patient  should  be  maintained;  and. 
therefore,  any  decision  about  the  lo- 
cation of  beds  within  New  York  City 
must  consider  present  occupancy 
rates.  These  rates  offer  health  analysts 
an  important  method  of  measuring 
people's  wishes. 


Major  medical  center 

New  York  is  one  of  the  major 
medical  centers  of  the  world.  It  makes 
as  much  sense  to  apply  national 
standards  strictly  in  Manhattan  as  it 
does,  for  instance,  in  Rochester, 
Minnesota,  where  the  bed-to- 
population  ratio  is  30  per  1,000. 
Rochester  is  the  home  of  the  Mayo 
Clinic. 

Can  we  afford  the  luxury  of 
educating  physicians,  nurses,  social 
workers,  and  other  health  profession- 
als and  paraprofessionals?  If  we  cease 
our  training  programs,  within  a  few 
years  our  supply  of  doctors  and  other 
health  workers  will  diminish,  and  a 
poorer  health  service  for  the  city  will 
inevitably  ensue. 

The  bed-to-population  equation 
must  include  a  variable  for  education. 
Beds  for  quality 

If  the  city  must  accept  a  shrinkage 
of  the  hospital  system,  with  longer 
distances  to  travel,  and  greater 
crowding,  there  should  be  a  tradeoff 
in  terms  of  better  quality  of  medical 
service.  If  beds  must  close,  generally 
the  larger,  more  sophisticated  institu- 


tions should  be  preserved. 

These  hospitals,  which  attract  a 
higher  proportion  of  the  best  qualified 
physicians,  and  which  sustain  first- 
rate  teaching  programs,  with  all  the 
vigor  that  such  programs  bring  to  an 
institution,  provide  better  health  care 
to  people. 

Population  mix 

The  particular  medical  problems 
which  derive  from  New  York  City's 
population  mix,  with  its  functions  of 
age,  racial  and  immigrant  distribution, 
and  income  status,  provide  an  addi- 
tional variable  for  the  equation. 

Rates  of  certain  diseases  are  rela- 
tively high  in  New  York.  As  an 
example,  tuberculosis,  while  no 
longer  a  significant  national  health 
problem,  remains  a  common  disease 
here.  The  incidence  of  cases  of  tuber- 
culosis in  New  York  per  1,000  in 
1974  was  25.6  and  for  the  United 
States,  14.2.  Diagnostic  and  treat- 
ment facilities  for  tuberculosis  must, 
therefore,  remain  available  in 
adequate  numbers. 

Another  example,  the  factor  of  age, 


Percent  of  Beds 

and  Persons  Over  65 

in  Selected  Cities 

Beds  per 
1,000 
Persons 

Percent  of 
Persons 
Over  65 

United  States 

4.4 

10 

New  York  City 

4.9 

12 

Los  Angeles 

3.7 

10.1 

Detroit 

6.9 

1  1.5 

St-  Petersburg 

7.3 

30.6 

Ft.  Lauderdale 

10  0 

18  5 

Source  Bed  per  person  from  Health  Systems  Agency  of  New  York.  Data  and  Special  Studies  Division; 
age  mix  from  Bureau  of  the  Census.  1970  Census  of  Population.  Final  Report  PC  (1)-BI. 
U  S  Summary  Table  66 

makes  the  point.  Ten  percent  of  the 
population  of  the  United  States  is 
over  65.  The  figure  in  New  York  City 
as  a  whole  is  12  percent.  Within  the 
city  itself  there  is  great  variation.  For 
instance,  in  Coney  Island  the  percent- 
age is  35.6;  in  the  Chelsea  and 
Greenwich  Village  areas  of  the  West 
Side,  13.9;  and  on  the  Lower  East 
Side,  6.2.  Comparison  to  other  cities 
is  of  note  (See  accompanying  table  ). 

There  must  be  consideration  of  the 
age  of  the  population  in  the  area,  be- 
cause the  greater  the  general  age,  the 
more  beds  will  be  needed. 

Would  closings  save  money? 

What  are  the  economic  conse- 
quences of  closing  hospital  beds  in 
New  York  City?  If  there  were  no  per- 
ceived need  to  reduce  the  cost  of 
medical  care,  the  urgent  pressure  to 
close  beds  would  not  exist.  Acute- 
care  beds  can  be  reduced  in  the  fol- 
lowing ways: 

•  Eliminate  beds  several  at  a  time 
in  individual  hospitals,  leaving  the 
hospitals  smaller  but  essentially  in- 
tact. 

•  Shut  down  sections  or  buildings 
of  hospitals,  putting  them  in 
mothballs  and  locking  the  door. 

•  Close  hospitals. 

The  amount  of  money  saved  by  any 
of  these  alternatives  is  intimately  re- 
lated to  the  number  of  jobs  lost,  be- 
cause the  care  of  patients  in  hospitals 
is  labor-intensive.  Seventy  percent  of 
hospital  budgets  is  for  salaries.  For 
this  reason,  the  first  of  the  three  alter- 
natives listed  saves  the  least  money 
and  the  last  saves  the  most.  When 
hospitals  close,  all  jobs  are  lost. 

However,  while  there  are  savings 
in  labor  costs,  new  money  issues  in 
other  components  of  the  health  care 
system  arise.  One  issue  is  that  pa- 
tients seek  attention  in  the  remaining 
institutions,  and  incur  costs  when 
they  are  hospitalized,  wherever  that 
hospital  might  be.  This  cost  is  miti- 
gated by  the  fact  that  some  patients 
who  frequented  the  closed  institution 
disappear  from  the  health  scene. 


Another  issue  is  that  hospitals 
which  remain  open,  as  they  absorb 
more  patients,  have  an  increased  oc- 
cupancy rate.  The  fuller  the  institu- 
tion, the  more  efficient;  and  the  less 
expensive  each  day  of  service.  In- 
creased efficiency  represents  a  sav- 
ings to  the  health  care  system  in  gen- 
eral. Counteracting  this,  however,  is 
the  fact  that  the  hospitals  which  tend 
to  close  are  those  with  lower  rates. 
The  remaining  hospitals,  by  recent 
history,  provide  more  comprehensive 
health  services  which  are  more  expen- 
sive. 

Whose  money  would  be  saved? 

The  major  sources  of  health  care 
funds — Medicare,  Medicaid,  and 
Blue  Cross — will  save  money  if  there 
are  major  closings  of  beds  within  the 
city.  Will  closing  beds  save  money? 
The  answer  depends  not  only  upon 
which  beds  are  closed  but  also  upon 
the  next  question:  Whose  money? 

When  employees  are  laid  off,  the 
costs  of  unemployment  insurance 
payments  are  a  short-term  but  signifi- 
cant factor.  Beyond  this,  since  a  large 
proportion  of  hospital  workers  occupy 
relatively  low-level  jobs,  their  out- 
look for  employment  elsewhere  is 
poor.  Many  will  be  forced  to  depend 
upon  welfare  payments,  a  significant 
chronic  tax  upon  the  community  at 
large.  Furthermore,  when  these  em- 
ployees earn  wages,  the  city,  state, 
and  federal  governments  receive 
taxes.  When  they  are  unemployed  no 
taxes  are  collected. 

Further  ramifications  include  ef- 
fects upon  suppliers  and  their  em- 
ployees, and  upon  the  local  economy 
around  the  institutions,  such  as  small 
neighborhood  restaurants  and  stores. 
For  patients,  the  costs  of  transporta- 
tion by  public  resources  and  taxi  over 
increased  distances  may  be  signifi- 
cant. 

If  hospitals  are  closed  and  health 
care  services,  as  a  consequence,  be- 
come unavailable  within  a  reasonable 
geographical  area,  some  people  will 
lose  access  to  the  health  care  system 


altogether.  This  holds  true  particu- 
larly for  those  most  in  need  of  serv- 
ices, those  least  organized  or  capable 
of  voicing  and  defending  their  inter- 
ests. 

HEW  guidelines 

The  HEW  guidelines  permit  allow- 
ance for  such  matters  as  advanced  age 
of  the  population  and  the  need  for  re- 
ferral hospitals;  but  this  valuable 
flexibility  is  destroyed  by  the  provi- 
sion that  requires  the  over-all  ratio 
within  a  given  statistical  area  to  be  at 
4.0  beds  per  thousand.  One  part  of 
the  system  is  forced  to  compensate  for 
another,  whether  or  not  such  compen- 
sation is  rational. 

New  York  City's  population  is 
growing  smaller  in  the  1970s,  but  this 
trend  may  change.  Indisputably,  the 
population  will  grow  older,  poorer, 
and  more  subject  to  illness.  Condi- 
tions previously  unrecognized  or  con- 
sidered untreatable  may  call  for  hos- 
pital beds. 

Recent  history,  with  its  improved 
understanding  of  acute  medical  and 
surgical  crises  and  the  requirement  for 
coronary  and  intensive  care  units, 
teaches  us  this  lesson.  Demographic 
predictions  are  an  important  variable. 

Number  of  Beds  in 
General  Acute-Care 
Hospitals 


Closure  of  too  many  beds  now  may  be 
a  false  economy.  Today's  abandoned 
hospital  beds  may  be  needed  tomor- 
row. 
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of 
Beds 

Percent 
of 
Beds 

Beds  per 
1,000 
Persons 

Percent 
of 

Occupancy 

New  York  City 

34,757 

100 

4.9 

86 

Manhattan 

14,385 

41 

11.0 

Brooklyn 

8,961 

26 

3.8 

Queens 

5,562 

16 

3.0 

Bronx 

4,889 

14 

3.9 

Staten  Island 

960 

3 

3.0 

Source:  Greater  New  York  Hospital  Associat 
March,  1978 

on,  Report  ML-33-78,  5-4-78  Hospital  Bed  Count  as  of 
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Controling 
Medicaid 
Costs. 

by  Dr.  Victor  Kugajevsky 


During  the  past  decade,  federal  and 
state  expenditures  for  Medicaid  have 
risen  almost  a  hundredfold  to  care  for 
an  increase  in  beneficiaries,  from  1.5 
million  to  21  million. 

Neither  management  control  nor 
effective  administration  have  kept 
pace  with  this  rapid  growth.  Increas- 
ingly it  has  become  apparent  that 
there  is  a  compelling  need  for  the 
states  to  (1)  design  better  manage- 
ment and  fiscal  controls  to  restrict 
Medicaid  benefits  to  those  eligible  to 
receive  them  and  (2)  to  establish 
methods  for  recovering  funds  from 
third  parties,  such  as  insurance  com- 
panies. It  also  has  become  apparent 
that  errors  in  paying  medical  claims 
have  risen  out  of  proportion  to  ac- 
ceptable claims  processing  error  rates, 
and  these  errors  must  be  reduced. 

In  June  1975,  HEW  issued  a  regu- 
lation which  required  each  state  to 
implement  a  system  for  better  control 
of  payments.  This  early  system, 
known  as  the  Medicaid  Quality  Con- 
trol System,  was  based  on  quality 
control  techniques  widely  used  in  pri- 
vate industry  to  measure  and  reduce 
errors  in  welfare  payments  and 
applied  to  the  Aid  to  Families  with 
Dependent  Children  Program 
(AFDC). 

HEW's  experience  with  this  system 
was  particularly  valuable  in  the  de- 
sign and  modification  of  the  approach 
to  the  Medicaid  system  which  became 
partly  operational  in  1975. 

Major  elements  of  the  old  quality 
control  system  are: 

•  Collection  of  sample  cases  repre- 
sentative of  the  entire  Medicaid  case 
load. 

•  Analysis  of  data. 

•  Determination  of  the  number  and 
nature  of  payment  errors  stemming 
from  errors  in  eligibility  determina- 
tions, as  well  as  over  and  underpay- 
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ments  to  persons  eligible  for 
Medicaid. 

Based  on  an  analysis  of  the  nature 
of  errors,  states  make  management 
improvements.  These  improvements 
may  deal  with  federal-state  policies, 
eligibility  procedures,  agency  admin- 
istration, and  better  verification  of 
Medicaid  recipients'  incomes  and  re- 
sources. The  state  Medicaid  adminis- 
trators then  evaluate  the  effect  of 
these  improvements  as  they  regularly 
continue  to  take  new  samples. 

In  the  AFDC  program  in  1973,  the 
national  payment  error  rate  was  16 
percent.  Many  states  launched  a  vig- 
orous error  reduction  program,  and  by 
June  1976  the  national  error  rate  had 
been  reduced  to  8.5  percent.  In  those 
30  months,  the  states  saved  a  total  of 
$1.1  billion— $575  million  in  federal 
funds  and  $525  million  in  state  funds. 

Implementation  of  the  early  version 
of  the  Medicaid  Quality  Control  Sys- 
tem by  the  states  has  been  erratic,  de- 
spite the  proven  success  and  benefits 
of  the  system  for  AFDC.  In  1975, 
only  27  states  fully  implemented  the 
system,  35  states  implemented  it  by 
1976  and  44  by  1977. 

There  are  many  reasons  why  the 
system  was  not  quickly  and  fully  im- 
plemented. There  was  a  lack  of  com- 
mitment by  some  state  administrators 
to  the  system  and  to  making  the 
improvements  which  would  reduce 
errors.  Then,  too,  there  were 
inadequacies  in  the  design  of  the 
system,  such  as  a  sample  of  insuffi- 
cient size  to  provide  valid  and  mean- 
ingful results. 

As  the  Medicaid  program  continued 
to  grow,  the  dollar  losses  due  to  eli- 
gibility errors  have  increased  to  near- 
staggering  levels.  HCFA  calculates 
that  in  fiscal  year  1977  more  than 
$1.1  billion  in  federal  and  state  dol- 
lars paid  for  medical  services  for  in- 
eligible persons.  It  is  estimated  that  7 
percent  of  Medicaid  dollars  went  for 
services  for  ineligible  persons. 

HEW  investigators  indicate  that 
another  $600  million  of  Medicaid 


funds  was  paid  out  needlessly;  the 
beneficiaries  actually  were  covered  by 
some  other  form  of  insurance.  An  ad- 
ditional $200  million  was  lost  due  to 
claims-processing  errors.  Thus,  the 
total  loss  for  fiscal  year  1977  is  esti- 
mated at  nearly  $2  billion.  If  this 
growth  in  erroneous  payments  con- 
tinues, the  picture  for  fiscal  year 
1981  could  show  a  cumulative  total  of 
more  than  $10  billion  needlessly 
spent. 

To  bring  this  waste  under  control,  a 
number  of  significant  changes  have 
been  made: 

•  The  statistical  sample  has  been 
expanded  to  cover  all  Medicaid  bene- 
ficiaries (AFDC  and  SSI)  rather  than 
just  the  medically  needy.  This  will 
provide  a  more  accurate  picture  of  the 
nature  of  errors,  thus  enabling  the 
states  to  take  appropriate  corrective 
action. 

•  Cases  also  are  being  reviewed  to 
find  out  if  other  health  insurance  is 
used  to  pay  for  health  care  before 
Medicaid  funds  are  tapped. 

•  Review  of  claims  processing  er- 
rors is  also  done  in  order  to  detect 
payments  for  unauthorized  services, 
payments  to  uncertified  providers, 
and  payments  above  permitted  fee 
levels. 

The  three  key  components  of  this 
new  quality  control  system  were  im- 
plemented in  April  of  this  year  by 
HEW  and  the  states.  Along  with  im- 
plementation of  the  new  system, 
HEW  also  has  launched  a  nationwide 
error- reduction  effort.  This  effort  is 
being  implemented  through  the  use  of 
a  three-part  approach.  First,  there  is 
an  increased  emphasis  on  the 
federal-state  partnership  concept  in 
administering  Medicaid  under  current 
and  planned  regulation  and  legisla- 
tion. Second,  there  is  an  expanded 
use  of  modern  management  tech- 
niques, such  as  computers  and  auto- 
mated eligibility  files.  Third,  the 
technical  assistance  effort  was  sig- 
nificantly broadened  to  focus  on  as- 


sisting states  to  develop  error- 
reduction  techniques. 

As  part  of  this  error-reduction  ef- 
fort, HEW  created  technical  assist- 
ance teams  that  go  into  states  to  help 
them  improve  methods  of  operation. 
In  some  cases,  the  teams  help  states 
establish  error-reduction  programs 
from  scratch. 

The  teams,  which  are  part  of  the 
Medicaid  Bureau's  Corrective  Action 
Project  and  are  supported  by 
Medicaid's  Institute  for  Medicaid 
Management,  are  completely  financed 
by  HCFA.  The  services  they  provide 
range  from  conventional  consulting  to 
the  launching  of  newly  devised  pro- 
grams for  the  states. 

In  Pennsylvania,  one  of  the  first 
states  to  seek  assistance  from  the 
teams,  the  service  consisted  of  de- 
veloping a  plan  for  the  creation  of  a 
more  comprehensive  unit  to  recover 
funds  from  insurance  companies  and 
others  covering  Medicaid  benefici- 
aries. 

In  another  effort  to  improve  the 
system,  the  merits  of  offering  incen- 
tives to  reduce  errors  are  being 
studied.  Such  an  approach  might  in- 
clude cash  bonuses  for  states  which  re- 
duce their  error  rates  and  cash  deduc- 
tions from  federal  funds  for  states 
which  fail  to  reduce  their  error  rates. 

It  will  be  some  time,  of  course, 
before  legislation  implementing  an 
incentive  approach  and  other  methods 
that  may  contribute  to  error  reduction 
might  be  enacted. 

Reducing  payment  errors  is  one  of 
the  major  battles  that  must  be  won  in 
the  war  against  runaway  Medicaid 
costs.  HCFA  is  prepared  to  give  the 
most  sophisticated  technical  assist- 
ance at  its  disposal  to  each  state,  fac- 
toring in  each  state's  special  needs. 
But  the  real  battle  for  efficiency  must 
be  directed  and  carried  out  by  each 
state.  Therefore,  the  single  most  im- 
portant ingredient  for  eliminating  er- 
rors is  a  total  commitment  by  the 
states.  We  feel  they  are  fully  capable 
of  meeting  this  challenge.  ■ 


Protect  Your  Child 

A  brief,  simply  written  folder 
urges  young  mothers  and  moth- 
ers-to-be to  call  their  local  social 
services  office  for  assistance  in 
immunizing  their  children. 

The  folder  describes  the  seven 
preventable  childhood  diseases 
and  the  type  and  schedule  of  pre- 
ventive dosages. 

A  blank  space  on  rear  panel  of 
the  folder  can  accommodate  a 
local  phone  number  and  address. 
For  a  supply  of  free  copies  write: 

Protect  Your  Child 
Room  2114 
MES  Bldg. 
330  C.  St.  SW 
Washington,  D.C.  20201 


Geriatric  Care  Abroad 


To  better  understand  current 
geriatric  care  and  potential  trends  in 
the  United  States,  it  is  helpful  to  re- 
view the  progress  of  geriatric  care  in 
other  countries.  In  doing  this,  it  can 
be  seen  that  differing  social 
ideologies  produce  varied  approaches 
to  long-term  care  and  result  in  differ- 
ent services  being  offered. 

As  in  the  United  States,  geriatric 
health  care  in  Europe  has  developed 
rapidly  in  recent  years.  Lack  of  secu- 
rity for  the  elderly  due  to  urbaniza- 
tion, the  breakdown  of  the  extended 
family,  and  economic  instability  has 
promoted  this  development.  Further 
stimulus  has  come  from  the  high  per- 
centage of  elderly  Europeans  with 
disabilities  and  the  great  lack  of  beds 
for  them. 

In  such  countries  as  Great  Britain, 
Denmark,  and  Sweden,  long-term-care 
services  provide  an  innovative  ap- 
proach to  meeting  the  needs  of  the  el- 
derly through  non-institutional  living 
arrangements.  (Geriatric  care  in  other 
countries,  such  as  Israel  and  parts  of 
Asia,  is  still  in  the  formative  stages, 
consisting  mainly  of  inpatient  care 
and  nursing  homes.) 

European  geriatric  services  tend  to 
emphasize  an  integrated  medical  and 
social  approach,  as  spelled  out  by  a 
World  Health  Organization  task  force 
on  health  protection  for  the  elderly  in 
1974:  "To  be  beneficial  and  effec- 
tive, assistance  must  always  be  based 
on  an  analysis  of  the  reasons  for  the 
existence  of  the  need  or  demand  for 
services.  Otherwise,  it  is  possible  that 
good  intentions  will  be  harmful, 
rather  than  helpful  to  the  situation, 
particularly  if  one  tries  to  solve 
non-medical  problems  by  medical 
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methods  and  techniques.  The  impor- 
tance of  medical  factors  can  easily  be 
overemphasized  because  individuals 
often  mention  medical  problems  first 
as  being  easier  to  solve  and  more  ac- 
ceptable. There  may,  however,  be 
underlying  social  and  economic 
problems  of  greater  importance.  "  * 

The  World  Health  Organization 
group  made  the  following  recommen- 
dations on  this  subject: 

•  The  elderly  should  participate 
actively  in  any  program  being  de- 
veloped for  them. 

•  Better  information  systems  need 
to  be  developed,  through  the  use  of 
demographic  and  other  statistics,  to 
increase  understanding  of  the  process 
of  aging,  and  especially  to  conduct 
extensive  research  in  this  field. 

•  Problems  that  are  clearly  non- 
medical should  not  be  dealt  with  by 
medical  personnel  and  vice  versa. 

•  Since  non-medical  problems  tend 
to  be  multifactorial,  multidisciplinary 
approaches  should  be  adopted  to  as- 
sure teamwork. 

•  Investigate  methods  by  which  the 
attitudes — not  only  of  society,  but 
also  of  special  groups  and  those 
serving  special  groups — can  be  taken 
into  account. 

•  Specific  educational  programs 
oriented  toward  problems  presented 
by  the  elderly  and  by  those  who  are 
on  the  threshold  of  becoming  elderly 
should  be  developed. 

•  More  international  study  and  ex- 
change of  experiences  should  be  en- 
couraged and  developed. 

•  Geriatric  programs  should  be 
realistic,  given  the  socioeconomic 
situation  of  the  country  and  the  pos- 
sibilities in  that  country  for  develop- 
ment, particularly  with  regard  to  the 
availability  of  personnel. 

Typifying  development  of  geriatric 
care  in  Europe  is  the  long-term  care 
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offered  in  Great  Britain,  Denmark, 
and  Sweden,  emphasizing  the 
medical-social  model.  These  coun- 
tries are  attempting  to  reach  the  ideal 
mix  among  the  important  factors  af- 
fecting a  geriatric  care  system  as  they 
relate  to  the  elderly  patient,  his  fam- 
ily, the  provider  of  care,  and  the 
community  (see  accompanying  table). 

A  number  of  innovative  services 
and  facilities  for  infirm  or  sick  per- 
sons has  been  developed.  One  exam- 
ple is  floating  beds — hospital  beds 
provided  on  a  regular  basis,  but  for  a 
limited  period  of  time,  for  elderly  pa- 
tients whose  caretakers  need  short- 
term  relief.  Rotating  beds  is  another 
service  that  makes  it  possible  for  cer- 
tain patients  to  spend  alternating 
periods  in  an  institution  and  at  home 
(e.g.,  6  weeks  in  and  6  weeks  out). 
To  help  the  elderly  stay  in  their 
homes  as  long  as  possible,  home  ren- 
ovations can  be  made  to  accommodate 
the  handicapped.  Such  modifications 
may  include  widening  doors,  install- 
ing special  plumbing,  and  building 
platforms  for  beds. 

Specialties  in  geriatrics  and  long- 
term  care  have  been  instituted  in 
many  countries.  To  attract  competent 
personnel  to  this  field,  incentives 
have  been  introduced,  such  as:  higher 
pay,  increased  vacancies  in  desirable 
areas,  and  prospects  for  quicker 
progress  through  academic  ranks. 
England  now  has  10  endowed  chairs 
in  geriatric  medicine;  Sweden,  2;  and 
Holland,  1.  In  contrast,  the  United 
States  has  one  chair. 

Although  the  European  system  for 
delivery  of  geriatric  services  has 
synthesized  the  medical  and  social 
components  of  the  problem,  there  is 
still  debate  about  under  whose  aus- 
pices some  services  should  be  placed: 
the  medical  or  the  social  services 
system.  The  services  offered  under 
each  is  shown  in  an  accompanying 
table.  The  advantages  of  the  geriatric 
medical  system  of  care  (a  system 
similar  to  that  which  prevails  in  the 
United  States)  are  that  funding  is  es- 


sentially  open-ended  (all  who  are  en- 
titled to  and  need  care  receive  it)  and 
the  patient  has  fewer  out-of-pocket 
costs.  On  the  other  hand,  the  system 
of  geriatric  social  services  in  Europe 
is  organized  essentially  through  local 
governments.  Here  funding  is  limited 
and  linkages  (cooperation  among 
agencies,  referrals  for  information 
and  services)  are  established  by  those 
governments. 

Generally,  the  medical  problems  of 
elderly  Europeans  are  viewed  as  just 
one  aspect  of  a  spectrum  of  needs.  By 
providing  a  continuum  of  care  within 
the  rich  service  matrix,  the  patient, 
family,  and  community  are  given  the 
flexibility  needed  to  respond  to  the 
needs  of  each.  For  instance,  if  an  el- 
derly person  experiences  episodes  of 
illness  or  medical  deterioration,  he  or 
she  may  be  moved  from  the  social  to 


the  medical  element  of  the  matrix. 
When  the  medical  problem  stabilizes, 
he  or  she  would  be  returned  to  the  so- 
cial element.  The  person  also  may  be 
moved  up  and  down  either  matrix  of 
services,  varying  the  intensity  of  care 
with  the  person's  changing  needs. 

Organization  in  England 

In  England,  geriatric  care  has  de- 
veloped as  a  separate  specialty  over  a 
relatively  long  period  of  time.  The 
country's  geriatric  care  system  is 
more  highly  organized  and  developed 
than  those  in  Denmark  or  Sweden. 
Britain's  present  system  represents  a 
pioneer  effort  to  remedy  the 
shortcomings  that  existed  before  its 
National  Health  Service  began  opera- 
tion in  1949.  Previously,  elderly  per- 
sons who  became  ill  and  were  admit- 
ted to  the  hospital  were  usually 
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confined  to  bed,  where  they  often  re- 
mained for  the  rest  of  their  lives,  their 
illnesses  untreated. 

Surveys  of  the  chronically  ill  in 
hospitals  during  World  War  II  and 
during  the  period  just  before  1949 
graphically  describe  the  results  of  this 
medical  neglect.  In  essence,  the  sur- 
veys found  that  the  majority  of  beds 
in  these  hospitals  were  occupied  by 
apparently  irremediable  invalids  who 
also  suffered  from  the  secondary  ef- 
fects of  prolonged  institutional 
care — mental  and  physical  deteriora- 
tion. 

Geriatrics  was  established  as  a  spe- 
ciality when  it  was  shown  that  these 
seemingly  hopeless  cases  could  bene- 
fit from  treatment.  A  senior  medical 
officer  at  Britain's  Ministry  of  Health 
demonstrated  this  through 
epidemiological  studies  of  elderly  pa- 
tients. Neglect  was  replaced  with 
energetic  treatment,  and  techniques 
evolved  for  rehabilitation  of  such 
problems  as  hemiplegia  and  other 
neuromotor  disorders.  Geriatric  de- 
partments were  established  in  hospi- 
tals across  England  and  outfitted  with 
suitable  equipment  for  treatment  of 
the  elderly. 

Soon  a  hospital  without  a  geriatric 
department  was  regarded  as  being  at  a 
disadvantage  compared  to  the  facility 
that  had  one.  The  activities  of  geriat- 
ric departments  in  hospitals  were  soon 
extended  outside  the  hospital,  and  the 
concept  of  providing  geriatric  services 
for  persons  in  the  community  de- 
veloped. By  1972,  there  were  more 
than  270  geriatric  physicians  in  Great 
Britain,  and  it  is  now  government 
policy  that  all  district  general  hospi- 
tals have  geriatric  departments.  Some 
220  geriatric  departments  have  been 
established  in  the  larger  hospital 
groups  in  Britain;  in  the  United  States 
there  is  just  one.  All  the  social  and 
medical  care  options  listed  in  the  ac- 
companying table  are  available  to 
varying  degrees  throughout  England. 
Provision  of  these  services  is  the  joint 
responsibility  of  the  regional  hospital 
authority  and  the  local  health  and 
welfare  authorities. 

Identifying  high-risk  elderly  per- 
sons is  performed  by  general  prac- 
titioners in  the  community  who  refer 
those  in  need  of  care  to  their  district 
general  hospital.  High-risk  persons 


include  those  recently  bereaved;  those 
living  alone;  those  with  defects  of 
sight,  hearing,  or  mobility  (who  are 
likely  to  be  socially  isolated);  those 
mentally  disturbed,  those  over  70; 
and  persons  who  have  not  sought 
medical  attention  for  6  months. 

England  has  seen  a  great  increase 
in  its  number  of  elderly  persons  in  the 
last  25  years.  Also  it  has  the  highest 
proportion  of  elderly  persons  living 
with  their  children  (42  percent),  com- 
pared to  the  United  States  (28  per- 
cent), Denmark  (20  percent),  and 
Sweden  (10  percent).  However,  the 
country  also  has  a  large  number  of  el- 
derly with  multiple  disorders,  often 
chronic. 

Those  who  are  mentally  or  physi- 
cally infirm  or  disabled  increasingly 
require  hospital  and  community  serv- 
ices. Of  England's  population  that  is 
over  65,  about  1  percent  is  in  long- 
stay  geriatric  wards,  1  percent  in 
long-stay  psychiatric  hospitals,  and 
about  3  percent  in  homes  for  the  el- 
derly. 

In  1949,  only  a  quarter  of  the  pa- 
tients in  British  hospitals  were  65  or 
older.  But  today  that  proportion  of  el- 
derly persons  in  the  general  wards  of 
most  hospitals  has  doubled.  The 
British  have  been  able  to  accommodate 
the  elderly  with  the  same  number  of 
hospital  beds  as  existed  in  1949.  Na- 
tional Health  Service  physicians  ac- 
complished this  by  increasing  patient 
turnover  by  50  percent,  with  the  aver- 
age length  of  stay  falling  each  year. 
This  increase  in  the  use  of  beds, 
dominated  by  those  over  65,  is  nearly 
twice  as  great  for  the  elderly  as  it  is 
even  for  the  middle-aged.  The  elderly 
use  more  than  twice  as  many  bed-days 
than  do  all  persons  under  65. 

Swedish  system  revamped 

A  1950  Swedish  government  sur- 
vey disclosed  striking  evidence  of  the 
need  for  geriatric  care  in  that  country. 
Care  of  the  elderly  had  been  centered 
in  the  social  services  matrix,  and  the 
survey  showed  thai  elderly  people 
were  being  warehoused  in  poorhouses 
and  nursing  homes.  Not  only  was  the 
situation  a  national  disgrace,  but  re- 
sources were  being  poured  into  the 
system  with  too  few  benefits  result- 
ing. Although  they  comprised  only  20 
percent  of  the  population,  the  elderly 


were  occupying  3  times  as  many  hos- 
pital beds  as  all  other  age  groups 
combined.  The  government  decided 
that  something  had  to  be  done. 

In  1951,  county  councils  were 
given  responsibility  for  care  of  the 
chronically  ill,  for  the  first  time  put- 
ting the  importance  of  this  care  on  an 
equal  footing  with  that  of  general 
medical  services.  Medical  care  in 
Sweden  is  financed  primarily  through 
county  income  taxes,  with  the  patient 
paying  only  a  small  portion  of  the 
cost.  All  citizens,  as  well  as  others 
who  live  and  work  in  Sweden,  are 
covered  by  the  National  Insurance 
Act,  which  provides  compensation  for 
income  loss  due  to  illness  as  well  as 
for  expenses  related  to  medical  care. 

In  addition  to  giving  priority  to 
long-term  institutional  care  for  the  el- 
derly, various  alternative  living  ar- 
rangements have  been  developed  for 
the  elderly.  These  include: 

•  Loans  to  help  modify  an  elderly 
person's  home  to  accommodate  his  dis- 
abilities. 

•  A  housing  allowance  that  permits 
elderly  persons  to  select  housing  of 
the  type  and  location  that  best  suits 
their  needs. 

•  Pensioner  hotels 

•  Pensioner  dwellings  with  some 
supervision 

•  Homes  that  provide  continuous 
supervision  and  nursing  services. 

Plans  call  for  developing  more 
homes  for  the  aged,  with  the  total 
number  of  beds  equaling  about  10 
percent  of  the  persons  age  70  or  over. 
From  1940  to  1980,  the  number  of 
long-term-care  beds  will  have  in- 
creased about  tenfold,  almost  equal- 
ing the  number  of  acute-care  beds. 
One  reason  for  this  is  that  many  pa- 
tients must  be  admitted  to  a  hospital 
for  overnight  or  longer  for  diagnosis 
and  treatment  because  their  homes  are 
too  far  from  the  hospital  for  com- 
muting. 

Geriatric  care  in  Sweden,  as  a 
separate  specialty,  began  in  1969. 
There  has  been  a  concomitant  em- 
phasis on  preventative  medical 
services,  which  now  accounts  for 
about  10  percent  of  the  country's 
health  budget.  In  view  of  Sweden's 
relatively  short  history  of  geriatric 
care  and  its  emphasis  on  inpatient 
care,  it  is  not  surprising  that  programs 


such  as  day  care  are  not  yet  widely 
available  as  they  are  in  England  and 
Denmark. 

Danish  development 

Through  the  centuries,  Denmark 
has  had  a  rather  self-contained, 
family-centered  economy.  People 
take  care  of  their  old  and  sick  rela- 
tives. This  form  of  care  allowed  the 
elderly  to  carry  out  light,  often  sym- 
bolic, work  which  contributed  to  their 
own  well  being.  It  was  generally  felt 
that  to  be  receiving  public  assistance 
was  humiliating. 

The  country's  first  Old  Age  Assist- 
ance Act,  passed  in  1891,  broke  deci- 
sively with  former  views.  Assistance 
paid  to  the  old  and  chronically  ill  was 
no  longer  regarded  as  charity,  but  as  a 
grant  that  was  awarded  with  no  legal 
consequences  to  the  recipient.  This 
was  not  the  case  with  persons  who  re- 
ceived welfare  assistance;  they  were 
subject  to  loss  of  franchise  and  could 
be  required  to  repay  benefits  later. 
Local  authorities  in  Copenhagen  and 
in  other  large  provincial  towns  began 
providing  special  institutions  for  the 
chronically  ill  and  aged.  Thus,  the 
tradition  grew  that  city  and  county 
governments  were  responsible  for  the 
administration  of  both  health  and  so- 
cial services. 

Long-term  care  in  Denmark,  how- 
ever, did  not  fully  blossom  until  the 
1960s,  when  it  became  part  of  the  na- 
tional health  insurance  benefits.  At 
that  time,  Denmark  began  to  develop 
day-care  centers,  along  the  British 
model,  and  other  innovative  long- 
term-care  programs. 

In  1968,  a  new  Old  Age  Assistance 
Act  was  passed.  Soon  thereafter,  each 
local  authority  began  providing  a 
continuum  of  care  to  maintain  the  el- 
derly in  the  least  restrictive  lifestyle 
possible  for  as  long  as  possible. 

Given  the  examples  of  England, 
Sweden,  and  Denmark,  it  is  obvious 
that,  for  a  geriatric  care  system  to 
work,  there  must  be  a  wide  variety  of 
health  and  social  services  available  to 
the  elderly  in  a  community,  and  there 
must  be  appropriate  linkages  between 
these  services.  At  present,  the  United 
States  lacks  a  comprehensive  national 
policy  as  well  as  individual  programs 
that  would  provide  such  care  to  its  el- 
derly citizens.  □ 
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Benefits 


Administrative 
Expenses 


Total  Program  Expenditures  Include  Benefit  Payments;  Administrative  Costs  of 
the  Federal  Government,  State  Agencies  and  Contractors;  Experiments  and 
Demonstrations;  Research  and  Development;  and  Construction  Costs. 

Source:  1978  Annual  Reports  of  the  Board  of  Trustees  of  the  Federal  Hospital  Insurance 
Trust  Fund  and  the  Supplementary  Medical  Insurance  Trust  Fund. 
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